A Goon deal of emphasis has been 
placed on stability for the past dec- 
ade or more. Stability means a de- 
pendable income and relatively few 
worries over the capital value of in- 
vestments. It is worth paying a 
premium for when the world is 
shaken first by a depression then by 
a war. 

So we look for those issues that 
have proved their stability by their 
records, and we establish them as 
the better quality common stock in- 
vestments, even though they are not 
the ones in which we could expect 
to make large or quick profits. After 
a while we accept a record of sta- 
bility as good evidence that it will 
continue. 


This is all right in some cases and 
all wrong in others. We face a pe- 
riod of change—in prices of raw ma- 
terials and finished products, in wage 
costs, taxes, and even in demand for 
products. The concern that finds 
its volume steady, its taxes and 
wages increasing and _ its selling 
prices set by public habit is going to 
show smaller earnings, possibly re- 
duced dividends. 

The times decree that over the 
near future stability will be attain- 
able only through its opposite—flexi- 
bility. First of all, flexibility on 
your own part, in looking for and 
deciding upon today’s worth while 
investments. Then flexibility dis- 
played by the company in which we 


are to invest. Can prices be ad- 
justed to maintain profit margins? 
Will a shift in consumer demand per- 
mit the company to turn its activi- 
ties to other fields temporarily? Can 
improved efficiency overcome the ef- 
fects of a rise in wages or taxes? 

Already visible are a number of 
cases where this flexibility does not 
exist, and where reputations for sta- 
bility are being tarnished as profits 
decline despite the gains in general 
business. These are probably not 
permanent casualties, but they are 
certainly disappointments to their 
owners who relied too heavily upon 
stability without flexibility. That is 
a mistake none of us should con- 
tinue to make. 





AMERICA'S NEW ECONOMIC 
ORDER 


By Laurence Stern 


Current trends are deciding the future 
into which this country is heading, just 
as the events of the ’twenties set the 
course to the present point. An under- 
standing of the coming type of economy 
is essential to provide the background 
for every business and investment de- 
cision. This article puts the facts in a 
new perspective. 


IN THE NEXT ISSUE 


BENEFICIARIES OF U. S.— 
LATIN-AMERICAN SOLIDARITY 


Part I—Relations and Outlook. Discus- 
sing the steps already taken to cement 
the Americas for the common good. 


By V. L. Horoth 


Part II. Effects on Trade and Finance. 
Specific results as they affect American 
companies, projected into the stage of 
greatly improved trade relations. 


By H. F. Travis 


TODAY'S INVENTORY OF 
DEFENSE MATERIALS 


By E. K. T., Special Washington 
Correspondent 


Not only the ‘‘strategic’’ materials— 
rubber, tin, manganese and so on—but 
the whole list vital to our defense effort 
is surveyed to find out where we stand. 
Copper, scrap steel and iron ore mean 
the success of defense production, and 
they hold the key to the outlook for 
civilian industries which depend on the 
same materials. 
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Machinery and methods developed since the last war increase industry's 


capacity, and the delicacy of adjustments in it; they create a boom in the 


new tools of production (see page 196) and bring into sight that 


once-fabulous 100-billion-dollar national income (see page 188). 
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AS BROAD AS BUSINESS ITSELF 


The Trend of Events 


NATIONAL DEFENSE ... Maybe the best possible job 
is being done on national defense. Maybe not. We do 
not profess to know. But we do know that we can not 
afford to be complacent. We can not afford to make 
mistakes. We can not afford to do too little, too late. 
In this matter—vitally important to all of us—too little 
criticism would be more dangerous than too much. 

In this spirit and without partisan political feeling, 
we note certain disquieting items of news and opinion 
coming out of Washington. For instance, Hanson W. 
Baldwin, military expert of the New York Times, asserts 
that fewer than 290 airplanes were delivered to Britain 
and British Empire countries in October, although the 
schedule called for nearly 350. He expresses doubt that 
the schedule of 500 planes a month for Britain by next 
May or June will be met. 

And in a copyrighted column in the New York Herald- 
Tribune the reportorial team of Joseph Alsop and Robert 
Kintner describe the status quo, in part, as follows: 

“Unhappily, the real fault in the existing situation is 
the complex conflict of authorities between the Defense 
Commission and the War, Navy and Treasury Depart- 
ments. Because the President has failed to say who is 
boss, these four agencies are now engaged in a hot four- 
cornered feud. The feud does not invelve quite all of 


the men at the top, but is participated in by most of their 
subordinates, which is just as crippling.” 

They add that the President has thus far given no in- 
dication of a move to establish a supreme, centralized 
authority; and that “the mere naming of a co-ordinator 
to work within the Defense Commission would not im- 
prove matters greatly.” 

If the picture thus painted is wrong in over-all impres- 
sion or in detail, it is up to responsible Government of- 
ficials to point out where it errs. If it is anywhere near 
right, no time should be lost in taking corrective action. 
Time is the one thing that simply must not be wasted if 
we are either to provide maximum aid for Britain or 
make our own defenses impregnable. 


BUDGET AND TAXES... The preliminaries of Federal 
budget making are now shaping up behind the scenes in 
Washington. At least the general outlines of fiscal policy 
are readily apparent. There will be some increase in 
taxes and an effort will be made to reduce non-defense 
expenditures as far as possible. Outside of a decline in 
W. P. A. expenditures, however, as made feasible by in- 
creasing private employment, it is to be doubted that 
major economies will be effected. 

Following a recent conference with President Roose- 
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velt, Chairman Doughton ef the House Ways and Means 
Committee was quoted as saying: “Outside of increased 
national defense costs, it is my opinion that after effect- 
ing every proper and reasonable economy we should raise 
sufficient additional revenue at least to meet the reg- 
ular expenses of the Government.” How closely Mr. 
Doughton reflected the views of the President is, of 
course, not known. 

Even allowing for a substantial reduction in W. P. A. 
costs, attainment of revenues sufficient to cover the now 
regular outlays would require a very considerable in- 
crease in taxes. It is known that the President is op- 
posed to new taxes which would bear heavily on con- 
sumption. And if additional consumption taxes are out 
of the picture for the present, obviously chief reliance 
will have to be placed on higher personal income and 
corporation taxes. 

Since income taxation of the rich has already passed 
the point of diminishing return and since tapping the 
lower income brackets would bear directly on consump- 
tion, it is not hard to foresee that the middle class and 
the well-to-do will have to bear the brunt of any sub- 
stantial increase in the personal income levy. 

There is no inkling whatever as to forthcoming changes 
in the corporate tax structure. Will the normal cor- 
porate tax, now a maximum of 24 per cent., be raised? 
Will the rates on the excess profits schedules be raised? 
Will the form and base of the excess profits tax be over- 
hauled, forcing another shuffle in security values? Along 
with business men and investors, we would like very 
much to know the answers, but we have no choice but to 
wait and see. 


THE STRIKE WEAPON ... No one should be surprised 
that organized labor is seeking vigorously to turn to its 
own advantage the industrial boom created by the na- 
tional defense program and British war orders. The 
drive for higher wages, for increased union membership 
and for closed-shop unionization of “unorganized” in- 
dustries and plants is just beginning. Recent strikes 
against the Vultee Aircraft Company, Crucible Steel and 
Aluminum Company of America are symptomatic. 

One thing you can be sure of, however, is that public 
opinion will not long tolerate strikes which halt vital 
national defense production. Neither will it long tolerate 
tacit Government acquiescence in such strikes. The 
Administration and the top rank labor leaders would be 
well advised to look out for the boomerang. 

The right to strike is not unlimited. It is a thor- 
oughly established principle, for example, that no gov- 
ernment—national or local—can permit a strike by its 
employees. And no government can countenance any 
form of general strike. However difficult it may be to 
draw a precise boundary line, there is clearly a distinc- 
tion between strikes which threaten the broad public in- 
terest and strikes which do not. 

We are unable to sce any great difference in principle 
between a strike of Federal employees and a strike of 
employees of an aircraft plant which is working on Gov- 
ernment orders and whose continuous output is vitally 
needed for the national defense. In such a case the 


merits of the dispute between labor and management 
are beside the point. 

Obviously there are only three possible alternatives; 
(1) voluntary agreement on the part of labor and in- 
dustry that national defense production will not be 
halted pending completion of collective bargaining with 
good faith on both sides; (2) semi-compulsory arbitra- 
tion of the type which has long prevented strikes on the 
railroads; (3) full Federal control of wages and working 
conditions in plants wholly or importantly engaged in 
national defense work. The first of these remedies would 
be the most desirable all around. 


BLEAK COTTON OUTLOOK... Secretary of Agricul- 
ture Wickard is to be commended for the frankness with 
which he recently told the Arkansas Farm Bureau that 
the Government could not continue indefinitely to im- 
pound the increasing surpluses of cotton. The basic fact 
is that loss of foreign markets is relatively more serious 
for cotton than for any other farm commodity. Because 
of this and because of cotton’s economic importance to 
the deep South, the cotton problem represents the No. 1 
headache of the Department of Agriculture. 

Either outright or as loan collateral, approximately 
12,000,000 bales of cotton will be held by the Govern- 
ment at the end of the current season. The total is cer- 
tain to increase. It could increase sharply if either there 
is further contraction of exports or if in any one of the 
next several years the happenstance of weather produces 
abnormally high yield per acre. 

Since the prospect is one of chronic over-production, 
what are the remedies? Further acreage reduction is one, 
but this would shift the land to other crops and hence 
bring new difficulties of general agricultural adjustment. 
Encouragement of increased domestic consumption, es- 
pecially through scientific development of new uses for 
cotton, is another. It would take time but is funda- 
mentally sound. 

Despite the competition of other textile fibers, per 
capita consumption of cotton in this country has in- 
creased from about 25 pounds to 35 pounds over the past 
decade or so. Total domestic consumption is now run- 
ning at a rate of nearly 9,000,000 bales a year. In a 
long range sense, however, the effort of the Government 
to hold cotton prices well above what would be dictated 
by the supply-demand economics must inevitably con- 
flict with the objective of stimulating higher per capita 
use. 

The hard fact is that regulation begets regulation. 
Will the end result be regulation of all textile fibers, 
natural and synthetic? We hope not. Denying the 
benefits of technological progress and competitive price 
reduction to our consuming economy would not be prog- 
ress but reaction. 


THE MARKET PROSPECT ... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 186. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, November 25, 1940. 
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Mis J Soo GL! 


BY CHARLES BENEDICT 


THE TRAGI-COMIC HITLERIAN BLOC 


|, we could sit on the sidelies unaffected by the misery 
of Europe, we would laugh out loud at the fantastic 
onstruction of Hitler’s brave new world—the monstros- 
ity sardonically referred to as a League of Nations. 

By setting up the dead men: of Europe, camouflaged to 
bok alive—and with the Nazi ventriloquist speaking 
for them—the German propaganda machine is trying to 
veate an appearance of stability when actually great 
weakness exists. 

The amazing resistance of the Greeks, collaborating 
vith the British Navy and Royal Air Force (where only 
ishort-lived show of strength was expected) has brought 
to light the impoteney of the Italians. The defeat in 
Greece following close on the heels of the Egyptian cam- 
pign, frankly stalled because of Italian inability to move 
men and munitions across the Mediterranean, deals a 
rious blow to Axis prestige. 

No amount of make-believe diplomatic victories for 
the Axis powers can erase this setback to Italian arms. 
The urgency that requires formal adherence pacts with 
Hungary, Rumania and poor little Slovakia—all along 
inder Nazi control—speaks volumes for the need of 
trong-arm measures to bolster Ger- 
nan morale. 

The results are already evident in 
the stiffening of Balkan resistance 
) Hitler’s demands. 

Bulgaria, pending further clarifi- 
ation of events, is withholding her 
ignature to an Axis adherence pact 
which calls for delivery by Germany 
fa Greek outlet to the Aegean Sea. 

In Belgrade the Nazis are now 
neeting with excuses and postpone- 
nent. Jugoslavian hopes have risen 
isa result of the Grecian campaign 
ind the probability that Italy may 
yet be driven from Albania in final 
and complete rout. 

Turkey responded defiantly to 
Nazi threats, and declared martial 
aw in all territory adjacent to the 
Dardanelles. 

Even Russia injected herself into 
the situation by calling on Jugo- 
lavia and Bulgaria to resist Nazi 


a ‘Wide World Photo 
pressure. Thus, by her stand, giv- 
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ing the lie to German claims of Soviet adherence to the 
Axis plans. 

All in all, serious obstacles to a negotiated solution in 
the Balkans are arising, bringing delays in any plans to 
turn the tide against Greece. Germany cannot afford to 
extend her line under these circumstances without run- 
ning grave risks of defeat, which would produce un- 
desirable repercussions in the conquered lands. 


Germany's Risks 


In the early days of the war, Germany was able to 
strike out in all directions with force and power from her 
dominant position in the center of the European conti- 
nent. At best now, she will have to extend her lines, as 
she moves through unfriendly territory forced by fear 
to do her will. 

Should the Balkans flame into war. in addition to 
maintaining her present forces, there will arise the neces- 
sity for shifting large armies—the task of keeping supply 
lines open—assuring adequate foodstuffs, in territory 
where the transportation is (Please turn to page 234) 





A British cruiser dodges Fascist bombs in the Mediterranean. 





What Market Action Now 


The recent technical performance emphasizes sobering investment 


and speculative doubts, with forthcoming tax changes most promi- 


nent in the current reckoning. Major advance appearing unlikely, 


the alternatives are more reaction or a trading range stalemate. 


BY A. T. MILLER 


i= inflation theme song, about which we expressed 
our skepticism in these columns a fortnight ago, didn’t 
last very long. In fact, it is a species of deflation—in 
the form of higher corporate taxes—that the stock mar- 
ket is most concerned about at the present time. 

Since the last rally high was made on Nov. 9 at 138.12, 
Dow-Jones industrial average, the market has worked 
quietly and persistently lower—losing ground in eight out 
of ten trading sessions through last Saturday. The two 
sessions of net advance were insignificant and the total 
reaction for the period amounted to 6.65 points. 

Volume of trading, however, has shown a tendency 
toward progressive shrinkage; and the impression we 
get from the general performance is that it reflects more 
a spirit of caution for the present than either large or 
insistent liquidation. Indeed, as this is written, the new 
week has begun with improved demand in evidence and 
with steel shares providing speculative leadership in an 
attempt at rally. 

The post-election results having demonstrated a wide- 
spread reluctance of investors and traders to reach for 
equities, we believe the odds are against any near term 
advance above the Nov. 9 average highs. If that is true, 
regardless of a technical rebound in the interim, the al- 
ternatives from an intermediate point of view seem to be 
either a trading range affair within the general range 
131-138 or a somewhat more extensive reaction. Either 
way, the risk of missing the bus on the buying side at 
present seems small, if not non-existent. 

It is worth especial emphasis that the trend of the 
averages right now conceals more than it reveals. More 
significant than anything the industrial average has 
done since the post-election high was made has been the 
continuing readjustment of individual equity values to 
the altered potentialities of earning power as affected by 
the recent tax changes. It is a fair summary of the 
situation to say that present taxes are exerting a posi- 
tively deflationary influence on market values of numer- 
ous issues and that uncertainty as to 1941 taxes—as 
well as all the other uncertainties originating out 
of the course of the war and our part in it—are exer- 
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cising a negatively deflationary influence on even rela- 
tively well situated equities by restricting investment 
demand. 

Representative examples of issues which recently have 
made new lows for the year or which have sagged close 
to former lows include: American Can, American To- 
bacco, Consolidated Edison, Corn Products, Dow Chem- 
ical, General Foods, Penick & Ford, Hercules Powder, 
Monsanto Chemical, Lorillard, Parke Davis, Pillsbury 
Flour, Public Service of New Jersey and Reynolds To- 
bacco. 

This partial list reflects switching out of premium- 
priced chemicals—the premium having been founded on 
this industry’s secular growth prospect. It still has 
the growth prospect in volume but that potentiality 
has become far less attractive marketwise because of 
penalty taxes. Aside from chemicals, stocks of most 
companies which are characterized by relatively stable 
earnings and by inflexibility of prices and operating costs 
are under the tax cloud. 

On the other hand, the following are representative of 
equities which thus far hold very close to the year’s 
highs: Alpha Portland Cement, American Chain, 
Bucyrus Erie, Chain Belt, Chesapeake & Ohio, Clark 
Equipment, Electric Storage Battery, Freeport Sulphur, 
General Cigar, Great Northern, Island Creek Coal, S$. 
S. Kresge, Louisville & Nashville, Mack Truck, Marshall 
Field, Midland Steel Products, Newmont Mining, Sav- 
age Arms, Texas Gulf Sulphur and United Engineering 
& Foundry. Many others, including steels, machine 
tools and various equipments, are well within the upper 
area of the year’s range. 

While the high grade bond market continues to pur- 
sue the even tenor of its way, medium grade corporate 
bonds have turned a bit wobbly over the past fortnight; 
and a mildly reactionary tone has developed in sensitive 
commodity prices. 

There is no question about the business outlook. In- 
dustrial production is headed for new all time highs in 
the months just ahead. Demand for consumer goods of 
all kinds is at a favorable and rising level, although far 
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less spectacular, of course, than the direct armament 
activity. But there is a very big question as to what all 
of this amounts to in terms of stock market values. 

Although we can not define any precise limits, we 
know that price-earnings ratios must remain abnormally 
conservative under war conditions, and that they would 
tend to be on a still lower general plane in the event that 
this country gets all the way into the war instead of 
just partly in, as at present. , 

Despite this generalization, high enough earnings 
would support some rise—and possibly an important 
rise—in many equity values; but right here we bump 
into the tax uncertainty. Until the next tax bill takes 
shape, probably rather early in the new year, it will 





simply not be possible to figure earnings potentialities 
except with a very wide possible margin of error. We 
don’t know what the scope of the tax increase will be, 
just where it will fall or to what extent, if any, the form 
of the excess profits tax may be changed. 


Among the distinct possibilities—with Treasury 
thought reported to be leaning that way—is a stiff cor- 
porate levy based upon the percentage of profits to capi- 
tal investment, doing away with the present “average 
earnings” option. Any such change as this would force 
adjustment of individual equity values on a scale 
equally extensive as that brought about by the last tax 
bill. Under the circumstances, we prefer to wait a while 
and see what we shall see. —Monday, November 25. 
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100 Billion Dollar 


Income in Sight 











BY JOHN D. C. WELDON 
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j only thing that could raise any doubt re- 
garding the snow-balling American armament 
program would be an early end of the war, with 
Great Britain victorious. "To say the least, this 60 
possibility seems a very distant one today. 
Therefore we must assume that the extraordi- | 
nary national defense expenditures will continue | 
over a lengthy and indefinite period, and that | 
the heavy appropriations already made by Con- 
gress will be substantially augmented from time 
to time. 

Now all of this has tremendous and fateful 
significance in terms of public debt, post-war 
economic adjustment and the American way of 
life—but that is a problem of a somewhat remote 
and largely unpredictable future. So this article 
will concern itself not with the conjectural after- 
maih but with the much more pleasant interim 0 
effects of the biggest Federal spending pro- 
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gram since the World War period. Incidentally, 
this spending eventually may quite possibly 
exceed that involved in our war effort of 1917-1918. 

The most general and certain result—and the one of 
greatest interim significance to all of us—will be a tre- 
mendous increase in the national income. 

For the first time in years we have the opportunity of 
utilizing our vast producing facilities at capacity, of 
building much new capacity and utilizing that, and of 
employing at least the great bulk of all employable per- 
sons now without jobs. In fact for some time to come our 
major national problem will not be that of distribution 
but of expanding industrial capacity and training skilled 
labor with the needed speed. 

In the writer’s opinion it is a conservative estimate 
that the indicated demands of the next twelve months 
call for a total building outlay of at least 10 billion dollars 
or nearly 15 per cent more than in the recovery year 
1937; that a total capital goods outlay around 15 billions 
is required or approximately double that of 1937; and 
that total consumer outlays, including those for durable 
goods, will exceed the 1937 all-time high by not less than 
$5,000,000,000 or approximately 11 per cent. 

Yet the next year will not see the maximum stimulus 
of the armament program. As now projected, without 
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allowance for probable additional appropriations running 
into the billions—some of which are certain to be author- 
ized early in the next session of Congress—the peak 
spending rate cannot be reached before some time in 1942. 

What this will mean in terms of national income is 
difficult to estimate except in rough approximations. 
William L. Batt, an industrialist and a deputy commis- 
sioner of the industrial materials division of the Natonal 
Defense Advisory Commission, recently expressed the 
opinion that “if we reach full employment of our indus- 
trial machine and full employment of our labor resources, 
the national income will amount to about 90 billions of 
dollars.” Government economists are setting their eyes 
on a figure up to 100 billions within three to five years. 
Defense Commissioner Leon Henderson leoks for an in- 
crease of around 11 billions in national income “within 
the next year or so,” which represents a relatively near 
term goal above 85 billions a year. 

In all such long range national income estimates there 
are two important conditioning factors. First, the maxi- 
mum income that can be generated from capacity opera- 
tion of present facilities of production is not a conclusive 
answer. And the income that a skilled worker can pro- 
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duce by operating a complex machine is far greater than 


can be produced by a common laborer. Our national 
income potential, therefore, does not relate merely to full 
use of existing facilities but to this plus the scope and 
rapidity of installation of additional mechanical facilites 
and the proportion of jobs created for skilled and semi- 
skilled labor. According to estimates of the Institute of 
Applied Econometrics, our productive capacity was in- 
creased approximately 10 per cent in the single year 1937. 
Under pressure it would seem quite possible to better 
this rate of expansion over the next several years. And 
the demands will call for a substantially greater per- 
centage of skilled and semi-skilled labor than in any past 
boom. Therefore, to vision a national income potential 
of 100 billions or more does not require any wild flight of 
fancy. 

Second, the national income is expressed in dollars. 
Therefore, the total figure and the purchasing power it 
represents depend importantly on whether and how 
much prices rise. If a strong inflationary spiral were 
permitted to start and run its course, we would attain 
a national income above 100 billions within a relatively 
short time. But we don’t want that kind of a rise. We 
desire the maximum possible national income in terms of 
present prices or prices as low as possible, so that the 
gain will be a genuine gain in purchasing power. 

The 1940 national income is estimated at 74.5 billions, 
largest since 1930 and comparing with 81.6 billions in 
1929. Due to lower prices and living costs, however, the 
purchasing power of the 1940 income exceeds that of 
1929 and on a per capita basis is only moderately below 
that of 1929. Moreover, the figure of 74.5 billions for 
the present year does not give the picture. More sig- 
nificant is the fact that national income in the final quar- 
ter of this year is at a level equivalent to annual rate in 
excess of 80 billions and that this level, in terms of 1929 
wholesale prices, is equivalent to more than 95 billions. 
With the real rise in armament outlays still ahead, and 
assuming no more than a modest price rise, a total of at 
least 85 billions probably will be attained in 1941. 

Since the major part of the present economic activity 
is civilian activity, with unemployment still large and 
the real production jam vet to develop, the Government 


quite wisely is going slowly in the matter of priorities 
and has no intention of applying deflationary controls of 
civilian consumption until absolutely necessary. It seems 
to be the consensus that such necessity will not arise for 
some time to come. Meanwhile the inclination at Wash- 
ington is to watch and deal with individual price situa- 
tions almost entirely on an individual basis, first by per- 
suasion and, if that is not effective, by more direct action. 
In the case of most commodities, there are effective ways 
by which enlarged supplies can be encouraged—including 
the letting down of tariffs to permit larger imports. 


Safeguards Against Inflation 


Whether the Administration’s confidence in its ability 
to hold down prices, while permitting wages to advance, 
will be justified by actual events remains to be seen. 
Many quite sincere private economists are skeptical. 
They foresee a terrific demand for goods, an inade- 
quate supply, and a rising level of operating costs in 
industry. 

Government economists answer that the supply out- 
look is far stronger than in the World War period, that 
the weapons of control available to the Gevernment are 
both more numerous and more powerful than ever before 
and that the great rise in volume will provide adequate 
business profits without important general price rise and 
despite increase in wages and taxes. 

The probability, in the writer’s opinion, lies somewhere 
between these contrasting views and nearer the latter 
than the former. Certainly there seems to be no basis 
for a price inflation remotely approaching that induced 
by the World War. Meanwhile the voluntary restraint of 
the business community in the matter of prices is one 
of the most notable aspects of the present situation. 
This publication’s index of business activity is close to 
the 1937 high and the Reserve Board’s revised industrial 
production index is well above the 1937 high, but our 
index of raw material prices is approximately 20 per cent 
below its 1937 high, the wholesale price index of the 
Bureau of Labor Statistics is more than 11 per cent under 
its 1937 high. the comparable index of semi-manufactured 
goods is 8 per cent under the 1937 high and the index of 
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finished goods prices is more than 7 per cent under its 
1937 peak. 

It could scarcely be considered a dangerous inflation if 
average prices gradually work back to the 1937 levels. 
In my view a rise above the average 1937 highs is im- 
probable and it can be held to quite moderate propor- 
tions provided both Government and business men plan 
with wisdom and discretion and, above all, provided that 
every humanly possible effort is made to induce the 
fastest possible expansion on the supply side of the 
economy. No foreseeable level of demand would danger- 
ously inflate prices if supply were adequate. If supply is 
not adequate, the Government’s moral and legalistic con- 
trols may—and probably will—prove inadequate. 

Time is of the essence in meeting this problem—as well 
as the problem of expanding aid to Britain. Production 
is running a race with rapidly expanding purchasing 
power. Production facilities must be greatly expanded 
between now and spring. It is just as necessary for the 
job of expanding key facilities to be on a three-shift, 
24-hour basis as it is in the case of aircraft production— 
the toughest bottleneck in each instanee being shortage 
of skilled labor. 

If you are not aware of the true labor situation in this 
country right now all you need do to see it in personal- 
ized, individual terms is to glance casually at the help 
wanted ads of any newspaper in any industrial area. 
There has been nothing like it since 1919. Manufacturers 
are clamoring and competing for skilled and semi-skilled 
artisans of all kinds. It is beside the immediate point 
that millions are out of work. Most of them are not 
trained for the kinds of jobs that are open. In the midst 
of a labor surplus, there are great and increasing short- 
ages of skilled and specialized labor. 


Wages Will Rise 


Therefore, this country is in for a good deal of labor 
trouble and appeals to patriotism andsoforth will not 
head off widespread demands for higher wages. Labor 
has come through a decade in which, despite the progress 
of unionization and the attainment of considerably higher 
wage rates in many industries, the old law of supply and 
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demand has been generally in favor of the employers. 
That is, there was no shortage of labor, skilled or 
otherwise. 

Now, on top of the strong union movement, the sup- 
ply and demand law of economics is working on the side 
of the skilled and semi-skilled laborer. Such labor would 
be less than human if it failed to press the advantage for 
all the traffic can be made to bear. And the union move- 
ment will not be weakened by the national defense pro- 
gram. It will be strengthened by it. 

In any event, manufacturers are going to be under 
heavy pressure to hold down prices on the one hand and 
raise wages on the other. Whether the combination of 
higher volume, higher operating costs and lower unit 
profit margins will result in “reasonably” adequate net 
profits remains to be seen. What seems “reasonable” to 
the employing company and its shareholders is one thing, 
and what seems so to the labor unions and the Govern- 
ment is something else again. 

This is a mass production country, however, and rising 
volume has always worked wonders. The volume of 
industrial production is already greater than ever before 
and the only thing to slow down further rise is the capac- 
ity limit of facilities. For a long time to come we are 
going to have a business turnover such as merchants and 
manufacturers sometimes dream of but rarely see. Wages 
and taxes will be higher, but the means to pay them also 
will be higher. 

Indeed, the projected rise in the national income will 
go a long way toward strengthening the Government’s 
fiscal position. Because it will so greatly increase the 
yield obtainable from present taxes—and because the 
Administration is banking heavily on that expectation— 
it is quite possible that present fears regarding drastic 
taxes changes early in 1941 may prove to have been 
exaggerated. 

It is probable that Federal revenues for the fiscal year 
ending June 30, 1941, may approach 7.5 billions of dol- 
lars, allowing for a national income of about 80 billions 
for this twelve-month period and for the two upward 
revisions of taxes made by Congress withir the past six 
months. If for the following fiscal year the national 
income should be around 90 billions, it is estimated that 
the present tax structure should yield between 8.5 and 
9 billions. Since relief expenditures may be expected to 
decline substantially, such revenue would more than 
cover the “regular” outgo of the Government and leave 
a small margin for armaments. On a national income of 
100 billions, Federal revenues would probably exceed 
10 billions. 

From a national point of view, however, there is no 
compelling argument against some early rise in taxes of a 
type which would not be seriously deflationary. In this 
class, from an objective standpoint, are corporate income 
and excess profits taxes and higher levies on middle class 
and well-to-do individuals. Because related to sharply 
higher income on a national average, moderately higher 
levies in these fields would not have importantly objec- 
tionable economic effects—however objectionable to the 
particular companies and individuals affected. Don’t 
forget that the Secretary of the Treasury is on record as 
calling for at least some tax increase. 

There is an apparently growing school of thought at 
Washington that in this (Please turn to page 236) 
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Outposts of Economic as Well as 
Military Strength are Necessary to 
Cement Two Continents in Resis- 
tance to a World of Aggression 


BY V. L. HOROTH 


A LMost four months have passed since the adjourn- 
ment of the Pan-American Conference, convoked at 
Havana last July, to provide against the possibility of a 
military invasion of the western hemisphere by the vic- 
torious Axis Powers. The threat of this invasion, so real 
after the conquest of France, has, fortunately, not ma- 
terialized. The determined resistance by Great Britain 
and the blockade of the continent of Europe have barred 
the Nazis from the Atlantic sea lanes, and now it is the 
Eastern Mediterranean, the Suez Canal and the Persian 
oil fields that appear to lie in the path of aggression. 
Moreover, the difficulties encountered by the Nazis in 
their attempted invasion of Great Britain have shown 
that, even should they succeed next year in breaking 
down the British resistance and the blockade, armed in- 
tervention in the western hemisphere would require an 
overwhelming naval superiority. The task of transport- 
ing and supplying an army across the 4,000 to 5,000 miles 
of ocean would be a formidable undertaking in itself, for 
a nation so exhausted as Germany, particularly if the 
British fleet-—granting that it is not surrendered or de- 
stroyed—were able to assist our own forces. 
Nevertheless, the possibility of an armed invasion of 
this hemisphere cannot be dismissed too lightly. If Spain 
TY, entered the war and 
the Straits of Gibral- 
tar were forced, the 
French West Indian 
posessions could be 
used as advanced air 
bases for attacks on 
the Panama Canal or 
for the “softening” of 
Latin American na- 
tions—and so also 
could be the Azores, if 
Portugal were forced 
by the Axis Powers to 
give them up. Like- 
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wise, there is always danger of political upheaval in 
Latin America, engineered by German minorities and 
totalitarian sympathizers, that might lead to the even- 
tual establishment of German air or naval bases in this 
hemisphere. The political stability of Latin American 
countries has always been closely dependent upon eco- 
nomic conditions, and these have definitely taken a 
turn for the worse because of the closing of continental 
Europe to Latin American products. Furthermore, the 
intensification of attacks on British shipping in recent 
weeks has practically doubled the ship losses. Successful 
interference with vital shipments of foodstuffs and war 
materials could eventually weaken the resistance of the 
British Isles, permitting the Axis Powers to break into 
the Atlantic. 


The Grace of Time 


The grace of time won by the frustration of Hitler’s 
plans against Great Britain has, however, been hardly 
utilized toward the strengthening of the defenses of the 
western world. Those few tangible results that have been 
achieved concern primarily the defenses of the North 
American continent; the plans for the defense of South 
America still remain largely in the discussion stage. 

Establishment of the Canadian-American Joint De- 
fense Board last August for the purpose of military 
coKaboration was the first tangible development. Steps 
are reported to have been taken on certain joint defense 
projects, such as construction of a highway to Alaska 
through British Columbia and investigation of the feas- 
ibility of a power project through the harnessing of the 
international rapids section of the St. Lawrence River. 

The Anglo-American destroyer-naval base deal, an- 
nounced a few weeks after the establishment of the Joint 
Defense Board with Canada, gave us air and naval bases 
in Newfoundland, the Bermudas, the Bahamas, Jamaica, 
St. Lucia, Trinidad, Antigua and British Guiana. The 
Jamaica base, 150 miles nearer to Panama than Guan- 
tanamo Bay, has strengthened the defense of the Canal 





Latin American Commitments Made by the 
Export-Import Bank, as of Sept. 30, 1940 
(in 000 Dollars) 
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and the Caribbean has virtually become an American 
inland sea. But with the exception of the port of Castries, 
the capital of St. Lucia, where the advance base con- 
struction is reported to have already started (probably 
because of the nearness to France’s Martinique), there 
are few American soldiers yet at any of the new bases, 
On the southern coast of Newfoundland, only 1400 miles 
from Portugal’s Azores Islands, Placentia Bay was re- 
cently selected as our future air and naval base, and also 
as an army training ground. 

Almost simultaneously Costa Rica offered to lease us 
the Cocos Islands, some 400 miles off the Pacific Coast. 
Among other developments was the announcement that 
the cost of the completion of the highway across the 
Isthmus of Panama would be borne by us. Loans were 
also granted by the Export-Import Bank to Panama and 
Costa Rica for the completion of the Pan American high- 
way through their territories. 

Canada without doubt is the only country in the west- 
ern hemisphere whose defense preparations are ahead of 
ours, and on a relatively larger scale. She is now spend- 
ing almost $1,000,000,000 a year on defense alone, or 
twice as much as her peacetime budgets, and more than 
twice as much on a per capita basis as we are spending 
in the current fiscal year. Since the war in Europe 
started, she has installed modern coast artillery and sta- 
tioned troops and air forces as far north as Labrador and 
as far South as West Indies, and is maintaining a small 
force in Iceland and Greenland. 

The Canadian war efforts, intended originally to be 
more economic than military, were slow in starting, but 
really got under way in June after the collapse of France. 
Passage of the National Resources Mobilization Act 
gave the Canadian Government drastic powers to mobil- 
ize all human and material resources of the nation. Con- 
scription of all men from 18 to 45 was ordered, though 
not for overseas service, The military force, which was 
less than 5,000 in August 1939, was expanded to about 
100,000 by June 1940 and to almost 170,000 by October. 
Another 300,000 men are to be added to the militia 
(national army) within a year. The navy personnel has 
been almost quadrupled since August 1939 and _ the 
naval force was built up to about 100 vessels, mostly of 
coast and patrol types. To these, a new vessel is being 
added practically every week. The greatest contribution 
of Canada is the air force training plan, for which some 
$350,000,000 was appropriated and which, when it 
reaches its peak in the summer of 1941, will have about 
4,000 training planes and will graduate between 25,000 
and 35,000 trained pilots, observers, gunners and me- 
chanics annually. Last September about 40 schools out 
of the 115 contemplated were already functioning. 

Industrial mobilization also has been pushed with 
great vigor since last June, so much so that Canada is 
approaching full employment and bottlenecks, chiefly 
the result of shortages of skilled labor, have been re- 
ported in some lines. Contracts awarded through the 
Department of Munitions and Supply and its predeces- 
sor, the War Supply Board, amounted to $540,000,000 
for Canadian account and to $309,000,000 for British ac- 
count by the middle of November. Construction projects 
undertaken by the British and Canadian Governments, 
consisting mostly of new arms and munitions plants. 
reached $235,000,000 early in October. They are ex- 
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in small quantities. She now makes rifles, Bren guns, 
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about $720,000.000 during the first ten months of this 
vear. Nevertheless, the output of aircraft, according to 
William S. Knudsen, Defense Advisory Commissioner in 
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Government Labor Policy 


BY E. K. T. 


; a basic principles of the labor policy which the ad- 
ministration has been following for the past eight years 
will not be altered now as a result of the election, the 
defense program, or other events. These principles, in 
brief, call for a greater share by labor in the national 
income, more economic security, better housing, unem- 
ployment relief, a powerful union movement, and a voice 
for labor in economic and political councils. 

There will be some modifications, but not basic. The 
administration will not permit labor to stop the defense 
program by a wave of unjustifiable strikes, but it has 
plans to avert such a possibility to the satisfaction of 
labor. It is through with appeasing the communist ele- 
ment in the labor movement, it will have no sympathy 
with union gangsterism and racketeering, it will ignore 
union leaders who have taken extreme stands on the 
split between craft and vertical organizations or who 
have opposed it on important matters. It may even 
tolerate some legislative restrictions on union activity 
if the labor movement threatens to become more power- 
ful than the federal government. But it will not alter its 
policy of constantly bettering the condition of the work- 
ing man and woman. 

President Roosevelt feels that he owes his re-election 
more than anything else to the loyal support of labor, 
not so much the union leaders as the rank and file of 
the workers. It was a vote of gratitude for the labor 
relations act, wage-hour law, social security benefits, un- 
employment relief, low-cost housing, and the entire pro- 
gram of improving the lot of the worker. Therefore he 
feels a moral obligation not to let the workers down, not 
to permit a reactionary step, but rather to consolidate 
labor’s gains and push ahead to new ground. On the 
other hand, the President is not under obligation to any 
labor leaders and does not need to play politics with 
them or balance one set against another. 

A united labor movement is much desired by the ad- 
ministration, not only to end organization fights and 
petty political rivalries, but to form a solid front for 
political purposes. Ten or twelve million union mem- 
bers by 1944, controlling at least twice that many votes, 
if united politically would be a powerful force for con- 
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tinuing New Deal policies. The administration is doing 
all it can to bring A. F. of L. and C. I. O. together, and 
will openly snub irreconcilables on both sides and favor 
leaders who work for harmony, but prospects for an 
early, workable peace are faint. There are too many 
vested interests in perpetuating the split, hundreds of 
paid union officials who would lose their jobs if rival 
unions merged or agreed to limit their membership, and 
there is little the government can do about it except to 
withhold “patronage” as a sign of displeasure. Miss 
Perkins will be continued as Secretary of Labor although 
neither union crowd likes her, partly at Mrs. Roosevelt’s 
request but mainly to show both groups that they can’t 
get favors until they get together. 

Changes in the Wagner act will be opposed by the 
administration, probably with complete success, and that 
will peeve the A. F. of L. But at the same time the 
appointment of Millis to the Labor Relations Board, 
accompanied by the resignation of three radical N L R B 
key executives, is a slap at the C. I. O. Labor Board 
policy will now be reorganized from within and will be- 
come a more judicial and fact-finding body with less 
reforming zeal, thus removing many of the arguments 
for legislative amendments. It will stop taking sides in 
union rivalries, and employers should have far fewer 
complaints of unfairness in the future. Recent court 
decisions give N L R B wide powers as long as it stays 
within the letter of its law, and it is not impossible 
for the Board to become a big help to employers in 
time. 

The 40-hour week will be retained for government 
contracts and industry generally. All important gov- 
ernment officials are agreed that this is a permanent 
standard and that work beyond this should be paid 
over-time. It is possible that if all unemployment is 
eliminated and a severe labor shortage develops, the 
administration might discuss a lengthened work-week 
on straight time, but the subject is academic now. Em- 
ployers are being told to adjust themselves to a 40-hour 
week, and this includes defense contractors and govern- 
ment arsenals. The wage-hour act will not be amended, 
at least in any important respects. Recent and con- 
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templated changes on white collar workers and record- 
keeping have eliminated many criticisms and the gov- 
ernment feels no further concessions are justified. Col. 
Flemming may go back to the Army soon, but this will 
not indicate a change in wage-hour policy. 

The Defense Commission is lined up squarely behind 
the government’s labor policy, though so far it has 
hedged on the C. I. O. demand to deny contracts to con- 
cerns in trouble with NLRB. Many on Defense Com- 
mission hope that before there is a show-down on this 
the revised N L R B can effect a settlement of outstand- 
ing disputes with big industries so it will have no diffi- 
culty in applying its policy of full compliance with all 
labor laws by defense contractors. 

Outlawing of strikes, even on defense contracts, is 


not being cons‘dered, even remotely. To do so would 
destroy unionism, and would have to be accompanied by 
government control of industry. The most that could 
be expected, and this not in the immediate future, would 
be arbitration machinery to impose a cooling-off period 
as in railway labor. Instead, the government will use 
pressure and its conciliation service, aided by 25 regional 
defense labor offices, to forestall strikes and hasten set- 
tlements. 

It is not correct to say that we have a labor govern- 
ment, in the European sense, and certainly as long as 
the A. F. of L.—C. I. O. feud continues the unions can- 
not dictate government policy. But the administration 
is fully committed to policies which benefit workers, un- 
organized as well as organized. 





CAPITOL BRIEFS 


Communist influence in the administration is being 
eliminated rapidly. On the whole the administration 
will remain a little to the left of center, but extremists 
who follow the Communist party line, as well as many 
fellow travelers, are being pushed into the background 
or dropped entirely. In surrendering his power, John L. 
Lewis, either conspicuously or unwittingly, took with him 
the more radical C. I. O. leaders, 
much to the relief of the adminis- 
tration which will no longer attempt 
to keep the favor of this element. 
Same trend is noticeable in other 
fields than labor relations. 


Labor anti-trust cases will be con- 
tinued, and government will take ac- 
tion against other forms of labor 
racketeering where federal tax or 
other laws are violated. This is not 
political retaliation against anti- 
New Deal A. F. of L. leaders, but 
the administration feels it is con- 
sistent with its policy of helping the 
working man to clean up illegal 
union practices and make unions 
more desirable to join and of greater 
general benefit to members and the 
public. 

Wide World Photo 
Conscription act is being adminis- 
tered with particular reference to 
labor. Draft boards are instructed to defer men whose 
induction would throw others out of work. Pressure 
will be put on employers to give jobs back to draftees, 
and government will try to find jobs for others when 
their service is completed. And the Labor Department 
is prepared to prevent employers from pushing into the 
draft union organizers and others they may want to get 
tid of because of union activity. 


National unity talk is popular, but superficial, and 
means different things to different people. Some New 
Dealers think it should mean that the minority keep 
quiet or go along with the majority whole hog. Repub- 
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Dr. Harry A. Millis, recent appointee to 


the NLRB 


licans say they must maintain a vigorous minority party 
and will unite en defense but be critical of all adminis- 
tration steps which they feel unjustified. Fact is this 
country is composed of so many groups with special 
interests that there will never be complete unity on 
most major or minor issues, and war scare is not deep 
enough to submerge these differences, so political pres- 
sures will continue much as in the 
past. 


Wendell Wilikie may come to oc- 
cupy a unique role in American 
politics, and may wield more power 
than any other defeated candidate 
or ex-President in recent years. He 
is titular head of the Republican 
party for the next four years, but the 
regular Republican politicians don’t 
care much for him nor he for them, 
so his influence won’t be exerted in 
the usual way. Willkie’s strength 
lies in the independent voters who 
rallied to him, and plans are being 
discussed to organize them as an 
independent pressure group outside 
the G. O. P. on the theory that they 
would have much more influence 
this way. Willkie himself will not 
enter the administration, take other 
political office, or tie himself up with 
business interests, but will remain 
a free agent, hoping to carry influence through writing 
and speaking. 


Economic planning is hand in glove with the defense 
program. The aim is to prevent defense from disrupting 
normal business activity if possible and to make it take 
up slack in employment. Plants are being located with 
reference to labor supply, demands for raw materials and 
machinery are being anticipated, sub-contracts are being 
apportioned to scattered small businesses, financing is 
being arranged, prices are under close scrutiny, and 
other steps being taken to dove-tail defense into general 
industry to bring about a balanced prosperity. 
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Courtesy Vratt & Whitney division Nues-bement-Pond 
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Assembly floor line-up of Pratt & Whitney vertical shapers in last stages of completion. 


Ox: day recently the head of a 
small machine tool company in 
northern Ohio picked up_ his 
phone to take a customer’s call. 
“Tom, what about those bolt cut- 
ters of ours?” asked the latter. 
“Washington gave us an A-1 
preference rating on them, you 
know, and our order specified end of November delivery. 
Now your sales department tells us we can’t have them 
for another month.” Tom kept cool and tried to explain. 
“Believe it or not, Ed, ninety per cent of our orders on 
hand carry A-1 ratings and some carry double-As. 
What’s more, we have some A-2s and 8s that call for 
earlier delivery than some of the A-Is. I’ve been stand- 
ing on my head most of the time and have just had to 
guess about priorities. I wish to heaven Washington 
would tell me what to do.” 

The case of Tom and Ed is typical. Multiply it by 
several thousand and you begin to have some idea of the 
situation in the machine tool industry today. <A real 
desire to cooperate with Government defense agencies is 
evident everywhere, but the latter have not vet found co- 
operation among themselves and confusion is the result. 
llowever, every effort is now being made to straighten 
out the tangle and, meanwhile, the industry is feverishly 
busy. The one-armed paperhanger is a loafer compared 
with the tool builders. 

It has been just twenty-two years since the machine 
tool industry has seen a demand for its products of any- 
thing approaching present proportions. Towards the 


ALL VOLUME RE- 
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close of the last war its sales reached an annual rate of 
about $500,000,000, approximately ten times the 1914 
figure. Thereafter they slumped and rose fitfully, always 
in exaggeration of the general business curve. From a 
post-war low of $67,700,000, volume expanded to $244- 
600,000 in 1929, then dropped to $41,400,000 in 1933. 
By 1939, sales had recovered to near-’29 levels and things 
were going along comfortably enough—until the war. 
Orders began pouring in immediate and, though opera- 
tions had already moved up from 52.5 per cent of capac- 
ity in January to 74.6 in September, they jumped to 
84.9 the following month and 93.3 by the end of the year. 
The operating rate in 1940 has slipped beiow 90 in only 
one month, July, and lately has been moving up steadily. 
A new top of 96.8 was reached in October, and billings 
are now running at an anual rate of more than $460, 
000,000. Next year’s sales will undoubtedly exceed 
$500.000.000 and the Government has already announced 
its intention of requisitioning the industry’s entire 1941 
output for defense purposes. 

Tool demand is coming from a wide range of sources. 
Shipyards, arsenals, small arms manufacturers, aircraft 
and instrument makers are all actively in the market. 
The automobile industry, foregoing fulfillment of its 
usual needs, nonetheless looms as an important buyer in 
connection with work contracted for under the arma- 
ment program. Buick will soon be tooling up a new plant 
at Flint for the production of Pratt & Whitney motors: 
to equip British and American mosquito boats, Packard 
plans to expand its marine engine output five-fold and 
will spend $700,000 on tools; Willys Overland will need 
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Today's Outlook 
for Machinery 


and 


Machine Tools 


BY H. D. STEINMETZ 


about 100 new milling and forging machines to carry out 
a $8,825,040 order for 75-mm. shells. 

In the field of general industrial machinery demand is 
less urgent than in machine tools, but boom conditions 
are nonetheless developing in a number of lines. Pro- 
ducers of steam power generating equipment—concerns 
like Babcock & Wilcox, Foster Wheeler, Superheater and 
Worthington Pump—typically have sufficient business on 
their books to assure capacity operations for at least the 
next six months, and additional orders are in the offing. 
Industrial plant construction and expansion, increase of 
utility generating equipment and expanded shipbuilding 
activity all promise to stimulate operations for some 
time to come. While manufacturing costs are moving 
upwards, contract prices also show a rising tendency, and 
profits should benefit despite new taxes. 

Companies like Fairbanks Morse, Cooper-Bessemer, 
Waukesha Motor and Hercules Motor stand to gain 
through the rapidly expanding demand for Diesel engines. 
Both the Army and Navy are buying Diesel units, the 
former for tanks and the latter for torpedo boats. 
Demand is also holding up from such established sources 
as makers of oil equipment, locomotives, small electric 
generators, trucks, buses and tractor. It is estimated 
that this year’s output of Diesels will score a gain of at 
least 50 per cent over 1939 and that a further substantia] 
increase will be seen in 1941. 

Sales of mining and earth-moving equipment are 
trending strongly upwards to the benefit of such con- 
cerns as Ingersoll-Rand, Link-Belt, Chain Belt, Chicago 
Pneumatic Tool, Caterpillar Tractor and Bucyrus Erie. 
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It is expected that 1940 volume in this type of machinery 
will better last year’s level by about 25 per cent and 
perhaps approximate the 1937 total. In the metal mining 
industries, extension of activities is being carried forward 
at existing mines, but, of more importance to equpment 
suppliers, much new exploration work is also getting 
under way. 

Manufacturers of steel mill machinery are likely to 
‘ash in on business derived from the expansion in some 
sectors of the steel industry which seems indicated over 
the next year or two, and will also participate in arma- 
ment business. Two orders recently placed with Mesta 
Machine are typical of the type of business it can expect 
in increasing volume: one was for a four-stand cold- 
reduction rolling mill for American Rolling Mill and the 
other for $1,680,000 worth of equipment for a Govern- 
ment gun tube plant at Homestead, Pa. United Engi- 
neering and Foundry, the other principal unit in this 
field, is currently seeking to expand its capacity through 
lease of part of the idle Mercer Works of Carnegie- 
Illinois, chief U.S. Steel subsidiary. The company has 
recently been licensed by a Canadian concern to produce 
shell casings by a new hydraulic forging process. 

It goes without saying that a time will come when 
the machinery makers will have to pay the piper for the 
prosperity they are now enjoying and will continue to 
enjoy until the defense program is completed. From a 
longer range standpoint, however, they constitute one 
of the nation’s most basic industries and should continue 
to grow with progressing mechanization of many phases 
of economic activity. The Ford Company has estimated 
that its cheapest model would cost no less than $18,000 
were it not for the machine. The mechanization which 
has brought the automobile within financial reach of so 
many people seems destined, in the long run, to be carried 
out in other fields that still lag in this respect. Progress 
has been made in agriculture, but room for much further 
development remains. Probably the biggest potential 
market of all is that which would be opened up with 
mass production of pre-fabricated housing. 

Since the fall of France, exports of general industria] 
machinery have been confined largely to shipments to 
Britain and her empire, with Latin America also figuring 
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in the picture. The war’s effect on business abroad has 
not been altogether uniform among various types of 
machinery. For instance, while the first nine months 
of 1940 showed a gain over the like period of the preced- 
ing year in foreign sales of electrical machinery, a decline 
was reported in mining, well and pumping machinery. 
Though exports to Britain will continue, the domestic 
market is expected to gain in relative importance over 
the next year or two. 

Turning once more to the busiest and most interesting 
section of the machinery group, the machine tool indus- 
try, it is evident that, despite the tremendous volume of 
business that is in store for it, there are a number of 
knotty problems to be solved. Chief among these are the 
questions of plant expansion and labor supply. 

There has already been a very substantial expansion 
in tool plant capacity since the beginning of the war. 
Though the industry’s operating rate for October of this 
year was 96.8 per cent of capacity as compared with 
74.6 per cent for September, 1939, the first month of the 
war, this does not begin to reflect the actual increase in 
output that has occurred as a result of enlarged produc- 
tion facilities. The industry’s capacity. which for pur- 
poses of computing its operating rate is measured in 
terms of payroll hours, has expanded by more than 
50 per cent since the outbreak of hostilities. Still, as the 
industry remains the No. 1 bottleneck in the defense 








years in the hole. Moreover, even if the new capacity 
is entirely written off against current earnings, the plants 
will still be there and will still constitute tremendous 
excess capacity when it is all over; the mere fact that 
they are written off on the books does not alter the fact 
that they will be available for production in competition 
with existing facilities later on when the market has con- 
tracted to normal proportons. 

There are, of course, other ways of stepping up output 
than by building new plants. The National Machine 
Tool Builders Association reports that “the industry’s 
productive capacity has been substantially increased in 
the past year by ... the installation of more equipment 
and better utilization of existing equipment [i.e., extra 
shifts, longer hours] . . . and by sub-contracting parts 
to qualified machine shops.” 


Skilled Labor a Problem 


The latter practice especially has been extensively re- 
sorted to. Prominent among companies to which tool 
builders have been farming out some of their work are 
American Can, Otis Elevator, New York Air Brake, 
American Machine & Foundry, American Type Founders 
and R. Hoe. It is probable, moreover, that sub-letting 
of work will increase as the need for tools becomes more 
acute; machine shop facilities of the country have been 
















program, pressure for further expansion remains. Under- carefully surveyed by national defense authorities who ce 
standably, tool makers are chary of investing large sums __ are thus ready to aid in allocation of the business should w 
in additional new plant and equipment which will quite this become necessary. Also, a number of large com- ai 
obviously comprise serious excess capacity once the pres- _vanies have gone into the production of machine tools on ty 
ent crisis is over. their own hook; Westinghouse Electric, for instance, has fo 
Provisions of the Second Revenue Act of 1940, per- set up a division for the design and manufacture of tools mw 
mitting five-year amortization of plants erected to both for its own needs and the general market. b 
handle defense orders, are helpful to a degree, but fall While the problem of providing physical facilities for b 
considerably short of meeting fully the problem. In the greatly increased output of machine tools is difficult sa 
first place, the industry cannot be certain that the pres- enough, that of obtaining highly skilled labor is more Dp 
ent extraordinary demand will last five years; if the crisis difficult still. Job mortality in the great depression was el 
is past in, say, three years, that will still leave them two tremendous, the number of wage earners declining 73 per 
re 
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20 Leaders in Machinery and Machine Tools of 
tk 
Common Share Earnings Divds. Paid Price m 
Capitalization (000 omitted) 9 mos. Estimated To Date Range Recent 
Bonds Preferred Common 1939 1940 1940 1940 1940 Price Ol 
Allis-Chalmers . $25,321 None 1,776 $2.09 $2.12 $3.20 1.50 41%-213%4, 35% G 
American Machine & Foundry ; 28 None 1,000 1.04 ao 1.25 0.80 14%-10 13 m 
Babcock & Wilcox None None 672 1.74 2.73 3.75 1.00 3014-1834 27% tk 
Black & Decker... None None 377 1.60(a) 1.87(b) 2.75 1.00 220-15 20 | 
Bucyrus Erie... None 58 1,226 1.10 aes 1.50 1.00 1254- 61% 121 ne 
Bullard Co.... None None 276 1.04 Sastre 4.75 2.00 36 -20 32 to 
Chain Belt......... None None 487 1.92 2.18(c) 2.20 1.50 22 -15 21 
Chicago Pneumatic Too! None 249 335 0.33 bis 1.75 eee 14%4- BY, 1314 th 
Cooper-Bessemer... . None 79 263 d0.27 bapa 1.25 ie 1134- 61 9% ta 
Ex-Cell-O Corp... None None 397 2.21 3.49 4.25 1.65 3434-2319 30% 
Fairbanks, Morse. . 4,343 None 599 4.12 aes 4.50 2.50 494-290 44 0" 
Fos ter Wheeler. None 16 258 d0.10 eet 2.20 saecs 2114- 9% 16% se 
Ingersoll-Rand None 25 974 6.01 bene 6.25 6.00 118 -72 108 
Link Belt..... None 32 684 2.23 2.38 3.00 1.00 41-27 38 : 
Mesta Machine None None 1,000 2.72 ghia. 3.00 2.00 3814-24 37 pl 
Monarch Machine Tool. . ; None None 150 3.53 3.81 5.50 3.50 4734-2410 38 ye 
National Acme...... 162 None 500 1.16 2.68 3.25 1.00 2319-1314 213% iT 
Niles-Bement-Pond.... 1,200 None 178 4.71 Bote 8.75 2.00 7114-50 631% 
United Engineer. & Fdy........................ None 8 821 2.54 Sane 4.00 2.00 3719-255 37 ta 
Worthington Pump Sseaes 3,500 145 * 250 0.54 4.12 5.25 roa 2474-1358 225 pr 
a—Year ended September 30. b—Nine months ended June 30. c—Twelve months ended September 30. d--Deficit. R 
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Looking down the central bay of the world's largest tool shop at the Ford plant in Dearborn, Mich. 


cent from 1929 to 1933 and the apprenticing of new 
workers coming to a virtual standstill. Such re-expansion 
as has occurred thus far (and employment in the indus- 
try has gained 75 per cent in the past year alone) falls 
far short of meeting the present demand for experienced 
machinists. Needless to say, everything possible now is 
being done to correct this situation—trade schools are 
blossoming on every hand and young men by the thou- 
sands are being trained in the plants through a hurry-up 
plan under which the learner is assigned to an experi- 
enced machine operator until he catches on. 

The skilled labor shortage has brought with it the 
corollary problem of rising wage costs, all the more diffi- 
cult because of the relative rigidity of Government con- 
tract prices. The help-wanted volumns cf newspapers 
of the principal industrial centers give ample evidence of 
the seller’s market that exists for the services of qualified 
men and, of course, the tool builders are competing not 
only among themselves but also with aircraft companies, 
Government arsenals, shipbuilders, general machinery 
makers and others. There is already some evidence of 
the labor “pirating” of the last war, a practice tending 
not only to inflate the wage scale but also contributing 
to a rising labor turnover and the inefficiency resulting 
therefrom. Unless Government regulatory action is 
taken, there is every indication that labor wages, turn- 
over and possibly strikes will become among the most 
serious problems of the defense program. 

There has been a very material change in the export 
picture with regard to machine tools within the past 
year. In the general business recovery that began in 
1932-33, overseas demand played an increasingly impor- 
tant part in reviving the domestic tool industry. The 
predominance of foreign buyers—chiefly Great Britain, 
Russia, Japan and France—became particularly evident 
in 1938 when the armament programs of other countries 
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were gathering momentum and the 1937-38 depression 
had resulted in considerably slackened demand from our 
own industries; for an extended period more than half 
of new orders were coming from abroad. Since then, 
however, France, Russia and Japan have dropped pretty 
well out of the picture. Exports are now largely to 
Britain and her empire but are rapidly diminishing in 
importance relative to domestic takings. 


Profits Taxes Limit Earnings 


Excess profits taxes, of course, are a major factor in 
the earnings outlook for both the general machinery 
makers and the machine tool builders, though, as a group, 
the latter will be much harder hit than the former. 
Bullard Company, for example, which might easily have 
shown a pershare profit of around $7.50 this year, will 
probably not make more than $4.75 after the new tax— 
even this, however, will represent a very healthy gain 
over the $1.04 reported for 1939. Other leading machine 
tool concerns are in a similar position; though their 1940 
earnings will be substantially above those of last year, 
they will fall far short of what they might have been but 
for the excess profits tax and are apparently pretty close 
to the ceiling despite the prospect of further volume gains 
in 1941. 

In the general machinery field, the tax situation is less 
uniform. Some companies, like Allis-Chalmers, having 
heavy plant investments or low average 1936-39 earn- 
ings, are for the time being, at least, completely un- 
affected by the new levy. Others, like Fairbanks Morse. 
find it sharply limiting earnings and holding profits down 
to a level not far above that of last year. 

Among the individual tool makers, Bullard’s position 
is indicative of the order glut in relation to capacity and 
recent sales volumes. The company’s order backlog of 
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Courtesy Bullard Co. 


A Bullard Mult-Au-Matic in operation machining a bearing plate. 


upwards of $8,000,000, more than three-quarters of it 
domestic, compares with 1939 net sales of $3,570,000. 
Wage rates have increased but so has labor efficiency, 
and the higher production rate has cut into unit costs. 
Bullard has recently made important additions to its 
facilities including an extension to its foundry, a coke 
oven, traveling cranes and other equipment. As one of 
the country’s principal manufacturers of vertical lathes 
(Mult-Au-Matic and Contin-U-Matic) and turret lathes, 
Bullard has yet to see the peak of demand for its 
output. 

Ex-Cell-O Corp. has recently acquired a 15-acre plant 
site and factory building adjacent to its present works 
and expects to have the new facilities in operation by 
next summer, at which time its working force will be 
increased from 2,700 to 4,000. A prominent producer of 
tool and thread grinders, diamond boring machines, as 
well as aircraft engine parts, fuel pumps, carboloy tipped 
tools and other lines, the company sells largely to the 
aircraft industry but latterly has seen a considerable 
expansion of its market among other defense industries. 

One of the few tool companies having any funded debt 
in the hands of the public, National Acme, engaged in 
the production of screw machines, tapping and boring 
machines, threaders and a number of other lines, has 
recently called for retirement its entire $662,000 issue of 
first mortgage 41% per cent bonds. The company’s air- 
craft parts business is gaining in importance and con- 
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tinuation of capacity operations for an indefinite period 
is looked for. 

This year’s earnings of Sunstrand, a leading mid- 
western concern, would probably have topped $15 per 
share but for the excess profits tax which will cut the 
figure nearly in half. In addition to its tool division, 
which turns out milling machines, lathes, centering 
machines, etc., ihe company operates a foundry, a broach 
division and a hydraulic pump division. Though divi- 
dend policy has been conservative, the company’s cash 
position suggests the possibility that it may require addi- 
tional working capital to handle further volume increases. 

Van Norman Machine Tool—milling machines, grind- 
ers, reamers and special boring machines—earned $5.36 
per share before excess profits taxes in the 40 weeks 
ended October 5, 1940, as compared with $2.09 for the 
corresponding period of last year. Like most other tool 
companies, this concern’s volume of incoming orders is 
still moving upward and production will continue to be 
the chief problem for as far ahead as can be seen. Van 
Norman recently acquired the National Equipment Co. 
of Springfield, Massachusetts, a manufacturer of con- 
fectionery and baking equipment; business of the latter 
has been sold but its plant and equipment will be con- 
verted to the output of machine tools. 

Generally speaking, neither the industrial machinery 
shares nor the machine tool stocks are suitable holdings 
for stable income. Dividend payments this year, of 
course, will be larger, but as the machinery and tool 
industries are particularly subject to the ups and downs 
of the general business cycle, dividend records over an 
extended period of time are spotty. Such is almost in- 
evitably the case with manufacturers of high priced 
capital goods, and investment appeal usually is to be 
found in cyclical appreciation possibilities or the expan- 
sion in earning power that comes with long term growth. 
In the present situation, moreover, and especially in the 
light of the increasing production strain that obviously 
will be felt next year, not a few companies, particularly 
among the smaller units in the machine tool field, will 
find it necessary to plow back a larger part of earnings 
for working capital purposes. 

Financially, and apart from the immediate need in 
some cases for increased working capital, most com- 
panies are in satisfactory shape, though the real test in 
this respect will come with the final collapse of the pres- 
ent boom and the necessity for major retrenchment. 
Should this be especially sudden or unforeseen—internal 
collapse of the Axis powers abroad at a time when least 
expected and foreshadowing an early end to the war 
would do the trick—and involve extensive order can- 
cellations, the effect could easily be to bring many 
machinery and tool companies to their knees. 

All of these factors, of course, help determine the 
market action of these shares and, together with the 
limitation on further earnings gains of many companies 
as a result of the excess profits tax, account for the low 
price-earnings ratios that prevail. Many stocks, cer- 
tainly entitled to a considerably higher appraisal of cur- 
rent and prospective profits in anything like normal 
times, are now selling in the neighborhood of ten times 
earnings or less. Nor is it likely that this situation will 
be altered as long as present uncertainties exist and net 
incomes are so closely restricted. 
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Security Selection Today 


Deflation of Premium Issues—Rise of Cyclical Issues 


BY J. S. 


Bor nearly fifteen months the war in Europe has been 
the most powerful single influence affecting security val- 
ues and investment policies. Although the United States 
is not directly embroiied in the war, it nevertheless has 
had far reaching effects here. The huge national defense 
program in which we are now engaged, the recent sharp 
increase in corporate taxes and the severe dislocation of 
foreign markets are conditions which have been forced 
upon us by the war. Their effect upon individual com- 
panies, their earning power and the value of their securi- 
ties has already been marked, and may become more so 
before there is any definite alleviation in these forces. 

What is important for the investor to comprehend at 
this time is that the consequences of the war, as they 
are being, and likely to be, reflected in corporate earn- 
ings and security values, have by no means been uni- 
form. As evidence, it is only necessary to make a casual 
comparison of recent prices of representative issues listed 
on the New York Stock Exchange. It will be found that 
there is a rather imposing group of issues which are sell- 
ing near the lows of their 1940 price range. By contrast, 
it would also be possible to make a lengthy list of those 
issues which are selling at or near their highs, not only 
for 1940, but 1939 as well. The market, as a whole, as 
of November 9, had recovered about 24 per cent from 
the June 10 lows, and was still about 9 per cent under 
the early January highs. In short, while the market has 
been moving upward, certain issues have outdistanced 
it, while others have very definitely been running coun- 
ter to the trend. Rarely do these cross currents exist 
in the market without good and sufficient reasons, and 
in the present setting examination of these reasons and 
their validity in relation to investment policies is desr- 
able. 

At the outset, it is noteworthy that the majority of 
issues which have declined against the market have done 
so subsequent to the enactment of the Second Revenue 
Bill of 1940 and the publication of third quarter earn- 
ings. One was cause, the other effect, and together gave 
rather pointed emphasis to the fact that while accepted 
indexes of general business disclose a rate of activity on 
a par with the best levels of 1929, not a few companies 
are being hard pressed to maintain earnings at the level 
of 1939. Earnings of some have even dropped below 
last year’s level. 

What happened was that many companies have gained 
little or no stimulus either from the war or the defense 
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program. Nor does the nature of their business suggest 
that such stimulus has been merely delayed. The best 
that they can hope for is that in time the diffusion of 
increased employment and larger public purchasing 
power will be reflected indirectly in increased sales and 
earnings. In the meantime, however, these companies 
are faced with the necessity of paying their respective 
shares of the cost of defense. They will doubtless be 
under pressure to raise wages and salaries, and higher 
‘aw material costs appear almost inevitable. To com- 
pensate for these added burdens, it is unsafe to assume 
that prices of finished products can be advanced suffi- 





Courtesy Crucible Steel Co. of America. 


Manufacturers of specialty steels have a major stake in defense 
orders. 
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ciently in the face of competitive conditions and public 
resistance. Companies marketing certain types of prod- 
ucts lack the necessary price flexibility to permit prompt 
adjustments. This is likely to be true in the case of such 
products as soap, chewing gum, cigarettes, soft drinks, etc. 

As might be expected from the foregoing, it has been 
the shares of companies identified with consumption 
goods industries which have suffered diminution of earn- 
ing power and their value has declined counter to the 
general market trend. Normally, stability of sales and 
earnings is the chief investment characteristic of this 
group of companies. Growth in earnings is for the most 
part limited to that originating in increasing population, 
competitive progress and internal efficiency. Under the 
present circumstances, therefore, there is at least some 
question that earnings can absorb an increase in taxes 
and other items and still support the recent rate of divi- 
dends. Moreover, it is virtually certain that taxes will 
be higher before these companies can expect any relief 
from this source. 


' Cyclical Industries Favored 

While there appears to be little doubt that dividend 
uncertainties have contributed to the recent decline in 
such issues as Corn Products, Consolidated Edison of 
New York, the tobacco shares and others in this group, 
it cannot be assumed necessarily that the investment 
status of the great majority of these issues will be dras- 
tically impaired in the months ahead. Dividends, even 
if subject to some downward adjustment, will not be 
subjected to the hazards of transient profits. The inves- 
tor, compelled to give major emphasis to dependable 
income, would be unwise to abandon stable earnings 
stocks in favor of cyclical issues, even though it is con- 
ceded that this latter group of issues undoubtedly have 
the most inviting earnings prospects in the present 
setting. 

Within the framework of an investor’s portfolio, how- 
ever, income securities most vulnerable to higher taxes 
might be eliminated to advantage in favor of selected 
issues among sccond grade bonds. Of the latter the rail- 
road group offers the largest choice of opportunities. 
Railroads stand to benefit appreciably through a rising 
volume of traffic and larger revenues will mean a greater 
degree of protection for fixed interest charges, which 
are a prior charge against income ahead of all income 
taxes. 

Incidentally, investors concerned over the possible 
effects of increased taxes upon earnings and dividends 
should avoid interpreting the evidence of third quarter 
reports too literally. Particular attention should be 
given to the manner in which individual companies 
handled the matter of larger taxes. Some companies, 
' for example, elected to charge third quarter earnings 
with the full burden of higher corporate taxes and excess 
profits taxes, estimated for the nine months. Other com- 
panies made a retroactive charge against earnings for 
the first and second quarters. The point is investors 
should seek to avoid the mistake of viewing too unfavor- 
ably the showing of a company treating taxes conserva- 
tively, or to be misled by the showing of a company 
which for one reason or another may have postponed 
all tax charges until the year-end. 
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Obviously, from what has been said here, it must be 
concluded that the shares of companies in the consump. 
tion goods industries offer little or no inducement to the 
investor chiefly concerned with price appreciation and 
capital growth. But the choice of issues among the 
heavy or cyclical industries is none the less easier, as 
a result. The war has also left its mark on this group, 
and numerous cross currents have been apparent as the 
market has sought to evaluate the effects in terms of 
price-earnings ratios. 

No less in evidence than the adjustment which has 
taken place in the consumption goods group, has been 
the substantial marking-down in the shares of some of 
the leading chemical companies. For some years, the 
shares of chemical companies have been held in high 
investment esteem in recognition of their dynamic 
growth possibilities. In a recent week the shares of both 
Monsanto Chemical and Hercules Powder, two leading 
manufacturers of chemicals, sold at new lows for 1940, 
Other leading chemical issues, although displaying some- 
what superior market action to that of Monsanto and 
Hercules, are not attracting the same measure of invest- 
ment and speculative interest which they have in the 
past when general business has been expanding. 

The more immediate cause of the selling of Monsanto 
Chemical and Hercules Powder issues, and the ensuing 
market decline, was the poor third quarter earnings 
statements issued by both companies. After making 
allowance for increased taxes, earnings of Monsanto in 
the third quarter were equal to only 28 cents a share 
for the common as compared with 85 cents a share 
shown in the third quarter of 1939. Hercules Powder 
reported earnings equal to 24 cents a share on the com- 
mon in the third quarter as against 95 cents in the same 
period a year ago. In the first nine months, the com- 
pany’s taxes were some $2,000,000 larger than they were 
last year. 


Price-Earnings Ratios Under Pressure 


While the foregoing figures afford a ready explanation 
for the poor market action of the issues in question, they 
also imply a broader significance in relation to invest- 
ment policy under a war and defense economy. 

As pointed out, the investment popularity of the com- 
mon stocks of leading chemical issues has been based on 
their strong growth factor. Chemical companies have 
taken the lead in developing new products, processes 
and markets, and more to the point, they have done it 
profitably. Earnings have made new high records and 
stockholders have been rewarded with larger dividends. 
One might reasonably ask therefore if the current and 
prospective high level of industrial activity cannot be 
expected to be reflected in a corresponding expansion in 
the demand for chemical products. It undoubtedly will. 
The unanswerable question, however, is whether or not 
gains will be sufficient to enable chemical companies to 
absorb heavier taxes except at the expense of the rate 
of earnings growth. Their ability to do so on the face 
of the evidence in the case of Monsanto and Hercules 
Powder is certainly open to doubt. 

If these doubts prove to be well founded a drastic re- 
vision in the price-earnings ratio of many common 
stocks, not alone the chemical group, is inevitable. 
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What has happened in the market value of Monsanto 
Chemical, for example, has been an adjustment of the 
price-earnings ratio to a more realistic basis—a basis 
made necessary by the dominant influences of war and 
defense, a basis which recognizes that conditions have 
arisen which, while not reversing the company’s longer 
growth, may arrest it for the duration of the emergency. 
At their high and low in 1929 Monsanto shares sold at 
19 and 11 times earnings, respectively. Ten years later 
with an impressive record of persistent earnings growth 
behind them the shares’ high and low were at 28 and 
22 times earnings. Last year Monsanto earned the 
equivalent of $4.01 a share, up 70 per cent from the level 
of 1938. A corresponding gain in 1940 would have meant 
earnings of close to $7 a share. On this possibility the 
shares at 119 (1940 high) would have indicated a price- 
earnings ratio of 17 to 1, or lower than the lowest ratio 
for 1939. As it is, and on the basis of the nine months’ 
showing, earnings after taxes for all of 1940 may not 
exceed $4.50 or $5 a share. At recent levels around 81, 
the indicated price-earnings ratio would be about what 
it was when the shares sold at their high for this year 

It will be seen from the foregoing that not only has 


there been a downward adjustment of the price of Mon- 
santo shares, but there has also been a downward ad- 
justment of the ratio at which the market is willing to 
capitalize any earnings at all. It is the considered opinion 
of the writer that this process, rather than being unique 
insofar as it has occurred in Monsanto, will become one 
of the major market and invetsment factors in the 
months ahead. The premise for this opinion is the belief 
that so long as the war remains a dominant influence 
the market will steadfastly refuse to capitalize earnings 
at anything approaching the normal ratios to which 
many investors have become accustomed, particularly 
in periods of expanding business. 

In 1917, the shares comprising the Dow-Jones Indus- 
trial Index showed average earnings of $21.90, the best 
showing of any of the years embraced by the first World 
War. The average price of these same stocks, at their 
highs, in 1916, showed a price-earnings ratio of 5.9 and 
in 1917 at their highs the average was 4.5 times earnings. 
At recent levels, the forty issues comprising THe Maca- 
ZINE OF WALL Street Industrial Stock average were sell- 
ing at about 12 times indicated earnings, or about double 
the ratio shown by the (Please turn to page 230) 





Favored Issues Under Current Conditions 
































































































































Earned Per Earned Per Share Divs. Paid 1939 
' are 1st9mos. 1st9 mos. orDeclared Price Range Recent 
ssue 1939 1939 1940 1940 High ow Price COMMENT 

General Amer. Transp... .. 3.11 1.96 3.24 1.25 57%, 353%, 52 Diversified interests of company making i rtant tributi 
to earnings. Outlook favors larger dividends. 

Fairbanks Morse.......... 4.12 1.20(a) 1.58(a) 2.50 49%, 2914 44 Leading manufacturer of Diesel engines and other industrial 

ls equipment. Sharp earnings gains in sight. 

St. Joseph Lead.......... 2.70 0.72(a) 1.32(a) 1.25 42 26 39 Foremost domestic producer of lead. Earnings trend higher. 
May escape heavy tax burden. 

Texas Gulf Sulphur........ 2.04 1.30 1.89 1.75 3714 672 37 Gradual upturn in earnings forecast. Taxes not prohibitive. 

Electric Storage Battery... . 2.01 0.43(a) 0.85(a) 2.00 3314 24%, 32 Sales and earnings will be expanded by d d from many in- 
dustrial sources. Suitable for income. 

Allis Chalmers........... 2.09 1.49 2.12 1.50 41% 213/44 35 Diversified output of heavy industrial y and equipment. 
Orders up sharply. Higher dividends con 

CO 2.43 1.49 1.76 1.50 25% 12% 22 Has expanding stake in aircraft industry. Recently received 
sizable government orders. 

General Motors.......... 4.04 2.39 2.83 3.75 56% 37% 50 Well rounded stake in both industrial expansion ond defense 
program. Taxes large but earnings will support liberal divs. 

OUR Hp sivecccce dines 3.02 NF 2.82 1.30 401% 26% 33 Earnings for 1940 may set record. Earnings impelled by both 
industrial and aircraft activity. 

Caterpillar Tractor......... 2.89 1.84 2.91 2.00 5614 21/4 49 Sales for 1940 will set a new high record. Further progress in- 
dicated. Taxes not oppressive. 

Amer, Car & Foundry. .... de Shine de None 33% 18 28 Company's busi bstantially i d by new equipment 
buying and armament orders. Not tax vulnerable. 

United Air Lines......... 0.21 0.23 0.68 None 233%, 12 17 Fast growing air transport unit. Tax liability will be mitigated by 
special allowances. 

Bendix Aviation.......... 2.14 1.03(a) 2.06(a) 2.50 36% 241% 33 Aviation division booming. Profits for 1940 promise to set a 
new high record. Taxes will be fairly heavy. 

Phelps Dodge............ 2.42 0.91(a) 1.14(a) 1.50 401, 2514 35 Strictly domestic producer, favored by strong copper demand. 
Depletion charges will cut tax liability. 

Alleghany Ludlum Steel... 1.48 0.40 2.07 0.75 26% 151% 23 A ranking producer of alloy and specialty steels. Prospects 
favorable for higher earnings and dividends. 

Ua eee 1.83 0.47 3.07 3.00 16/9 42 70 Leading steel producer. Capacity being enlarged. Unfilled 
orders substantial. Taxes not immediately restrictive. 

va 6.73 3.92 6.07 5.00 94 66 838 Company's record has been outstanding. Unfilled orders large. 
Shares have investment character, 

Westinghouse Elec. & Mfg. 5.18 3.39 5.46 3.75 118 716 104 Company is second largest manufacturer of electrical equipment. 
Taxes will be heavy but not oppressive. 

(a)—6 mos. to June 30. NF—Not available. (de)—Deficit year ended April 30. 
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Newest Ametf ican Can Co. fac 


Was it is true that the common stock of the Amer- 
ican Can Co. has rendered a relatively poor comparative 
performance in recent months, the preference for other 
shares by market traders is in nowise a reflection upon 
the investment merits of the stock but is likely a reflec- 
tion of the desires of speculatively inclined individuals to 
participate in situations containing more spectacular im- 
mediate prospects. Then, too, as a strong investment 
issue, American Can shares have been included in many 
portfolios from whence they are now being liquidated for 
purposes of obtaining ready funds for expansion of opera- 
tions and activities more closely related to their owners’ 
regular business. 

American Can continues to maintain its position as the 
largest producer of containers in the world by a sub- 
stantial margin. Sales are continuing to mount and 
research constantly finds new outlets for the company’s 
products. Despite rising costs and other factors not 
strictly controllable by the company, earnings are rela- 
tively well maintained and the dividend being paid to 
the stockholders is in no imminent danger of reduction. 
The stock, therefore, seems still to possess all of the 
features that have made it one of the preferred media 
for conservative investment in the past. 

American Can produces approximately 50 per cent of 
the country’s annual requirements of tin containers, and 
at the same time is almost twice as large as its nearest 
competitor. Some concrete idea of the company’s size is 
gained from the fact that well over a billion pounds of 
tin plate are used each year in the making of tin cans 
as well as large quantities of paper or “fibre” which is 
used in the manufacture of the newer line of paper 
milk containers which are becoming more and more 
active competitors of the old fashioned glass milk- 
bottle. 
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American Can 


The company is not old as far as companies go but in 
the brief 40 years of its corporate existence it has wit- 
nessed the rise of canned foods from the status of purely 
emergency rations to today where much of the nation’s 
foods come from tin or glass containers and the canning 
industry considers itself to be the “nation’s cook.” 
American Can Co. has played a leading part in populariz- 
ing the use of cans for the preservation of perishable 
foods. Mr. H. D. Baker, President of the company, has 
long been an authority on the chemistry of canned foods 
and it has been the efforts of Mr. Baker and later his 
staff of researchers that have made possible the opera- 
tion of more than 3,000 canners in the United States and 
Canada and the packing of more than 300 different items 
of food which have definitely eliminated the seasonal 
factor from America’s diet. And all this with such 
economy that many perishable foods, long out of season, 
sell for a price no greater—but often less—than the price 
of the fresh commodities when they are at the height of 
their season and in abundant supply. 

With foodstuffs alone, there would be no real pros- 
pects for further growth once a certain peak had been 
reached, a fact that has long since been recognized by 
American Can’s management. In recent years more and 
more efforts have been devoted by the ever active re- 
search staff to expand the use of metal and fibre con- 
tainers beyond the limits of the food industry. This 
effort has been highly successful to date and there is no 
sign that a saturation point has as yet been reached. 
Tins used for perishable foods are called “‘packers” and 
must be constructed to withstand high internal pressure 
as well as to inhibit later chemical reactions in the con- 
tents. This type of container now accounts for approxi- 
mately 50 per cent of the company’s production as 
compared with 75 per cent to 80 per cent but a com- 
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paratively few years ago. Now an equally as important 
outlet for can production has been found in countless 
other industries ranging from paints to petroleum and 


including beer, peanuts, chemicals, candy, cigarettes, 
tobaccos and numerous other items which have increased 
the number of containers used each year while not inter- 
ferring with the demands of older consumers of tinned 
containers. These cans, known as “general line,” will 
dominate the industry at a later date although at the 
present time they are equally as important as the older 
line of “packers.” 

The present war has dramatized the can industry 
through its need for tin. There are still ample supplies 
of tin available and the Government is acquiring an addi- 
tional supply to guard against any near term shortage. 
Unless this country should become actively imbroiled 
in the war it is probable that our supplies of tin will 
not be shut off. But should we eventually enter the war 
then the can makers will have to depend upon whatever 
tin that they can get from Bolivia and upon tin substi- 
tutes, after tin stocks on hand are consumed. Americar. 


This year’s contract prices are lower than in any year 
except 1933 although tin plate costs are not materially 
lower than the 1929 high point. The indusiry has, how- 
ever, worked out a contract whereby both they and the 
consumers are protected against cost advances and are 
compensated if prices of materials decline so that both 
sides now have equal advantages on that score. 

About 60 per cent of the sale price of a tin container 
is the tin-plate. It is upon the variations in price of this 
material that new contracts are now based. Other costs 
are of secondary importance. Labor, for instance, takes 
only about 10 per cent of the selling price since the can 
making industry is highly mechanized. Costs, such as 
overhead, distribution expenses and the like take another 
20 per cent, leaving a differential of 10 per cent of the 
spread between the cost of tin-plate and the selling 
price of the can as gross profits. The profit per indi- 
vidual container is but a small fraction of a cent; 
it is the huge volume of production that permits 
American Can to make its usual excellent earnings 
showing. 


Earnings Well Maintained ov emp vosss 


Can has been actively experimenting with substitutes 
for tin to be used as a liner for packer cans. Up to the 
present time no metallic substitute for tin has been found 
with the possible exception of silver. Despite the fact 
that the film of silver needed to prevent interaction 
between food acids and iron is microscopically thin, the 
cost of using this precious metal would be very much 
higher than that of tin and, therefore, the use of silver 
as a can liner must await complete exhaustion of all tin 
supplies and the time when all other substitutes for 
tin have failed. 

Probably the best substitute for tin will be a plastic 
liner for a “black” iron body. A synthetic resin varnish 
such as is now used to reinforce the corrosion resistance 
of regular cans for packing of beer or further improve- 
ment of paper containers which are even now used to 
prevent contact between certain sea-foods and the sides 
of their tin containers will probably solve the problem. 
American Can is trying all of these substitutes for tin and 
undoubtedly will be able to continue the production of 
satisfactory containers even should very last vestige of 
tin disappear from this country. While the higher prices 
of tin which would prevail should the metal become 
very difficult to procure would undoubtedly raise prices 
of the finished containers, it would affect the container 
makers’ profit margins but little. 

Profit margins for the can makers are always moderate 
due to competition and the constant battle between the 
makers of tin, paper and glass containers to obtain new 
markets for their products or to hold one ones. The 
differential between costs and selling prices has been 
further narrowed in recent years by operation of the 
Robinson-Patman Act which prevents the granting of 
discounts to large quantity consumers which would make 
their container costs less than their small competitors. 
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Many years ago the company realized that, in order 
to make its products efficiently and to build up con- 
sumer demands for the products after they had been 
made, it must of necessity obtain adequate and eco- 
nomical machinery. No machine makers were able to 
supply the company’s needs satisfactorily and, as a re- 
sult, American Can has become one of the most skilled 
machine makers in the business. The machines made are 
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intricate and frequently reproduce the action of human 
hands with speed, accuracy and continuity not possible 
for human labor. The machines so made are either em- 
ployed by the company or rented to consumers to process 
their own products. Not much other outside use has 
been made of the company’s mechanical ability although 
it would be available if required. At any event, it is not 
likely that American Can will turn into a machine manu- 
facturer to the detriment of its container business for 
under modern conditions the tin can is Just as important 
a part of a war economy as is a machine and while there 
are but a few tin can makers there are many machinery 
makers who will be able adequately to serve the ma- 
chinery needs of this country. Some work will undoubt- 
edly be done for the Government along machine lines 
but this work will most likely be of a development nature 
and confined to production prob- 
lems of which American Can has 
an intimate knowledge. At any 
event, such machine work will 
probably not be conducive to 
sharply higher earnings per 
share of common stock. 

The can makers’ rush of busi- 
ness is just about over and due 
to the seasonal nature of the in- 
dustry it has not been American 
Can’s custom to report interim 
earnings. Nevertheless, with fig- 
ures available on the size of the 
various food packs, sales of gen- 
eral line products, tin-plate and 
other costs and earnings figures 
of the company’s principal com- 
petitors it is not difficult to esti- 
mate current year’s results. Last 
year, the company reported net 
sales of close to $190,000,000. 
This year it is certain that 1939 
figures will be equalled and it is 
probable that they will be ex- 
ceeded by at the least 5 per cent. 
Of last year’s net sales, about 
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$18,285,000 came down to net income. On that basis, an 
increase of 5 per cent in net sales for 1940 would mean 
net income of approximately $19,000,000 before deduct. 
ing increased corporate taxes and excess profits taxes, 
Because of the approximately $17,000,000 exemption 
from excess profits taxes due to the relatively high aver. 
age earnings over the past four years the excess profits 
tax would amount to only about $600,000 and added to 
the higher corporation taxes would bring the total of 
higher taxes up to about $850,000. This would mean 
that earnings per share of common stock this year ought 
to be close to those of last year when $6.22 a share was 
reported. With no prospect of sharply higher earnings 
it is understandable why the shares have not been specu- 
lative favorites in recent months despite the fact that, on 
the whole, their investment position has been augmented 
rather than harmed. 

The outlook for next year is not quite so clearly de- 
fined. Most of the old contracts are now expired and 
as a result the company will be able to rectify many 
unfavorable situations and it is probable that the demand 
for containers for domestic use will continue to expand. 
England, formerly a large buyer of American containers, 
is confining her American purchases to the most necessi- 
tous materials in order to conserve American funds and 
will therefore not be a factor in the business of American 
Can nor, for that matter, of any of the American con- 
tainer manufacturers. On the other hand, with such 
large consumers of cans as Argentina, Australia, Canada 
and other foreign countries still exporting considerable 
quantities of canned foods, the foreign prospects are not 
all dead. On the other hand, the exporting of many 
materials other than food from this country will probably 
call for a fairly sharp rise in the use of general line cans 
and, on the whole, American Can is not likely to suffer 
from the foreign situation as much as other industries who 
rely in great part upon exports. (Please turn to page 231) 





Samples of some of the tin and steel containers made by American Can Co. 
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Revising an 


Income List 


To Meet Present Conditions 


A Typical Portfolio Seriously Affected by Changed Taxes 


BY L. S. SMITH 


| AM sending you a list of the stocks which I own 
and would like to have your advice as to the effect of the 
new taxes on these investments and your comments as 
to the advisability of holding or selling any of the issues 
in the following list. My objective is income with a 
reasonable degree of safety.” 

Eighteen months, or a year ago, the major criticisms 
which may now be directed against this reader’s list of 
stocks would not have been valid. Affording a return of 
better than 6 per cent, the list undoubtedly meets the 
major requirement of income. On the other hand, this 
investor is justly concerned over the matter of increased 
taxes. On that score, this portfolio appears unusually 
vulnerable. 

It is to be noted that emphasis, in the choice of issues, 
has been placed on the shares of companies manufac- 
turing trade-marked products—products which for the 
most part enter into direct consumption. Normally, 
such a list would be almost ideal for an investor primarily 
seeking income. Most of these companies have firmly 
established their ability to show good 


That Act provides for an increase in the normal cor- 
poration income tax to 24 per cent or 331/83 per cent 
higher than the rate which applied to 1939 incomes. 

With the stocks of companies doing a direct public 
consumption business such as largely comprise this list. 
the higher normal tax represents a great drawback mar- 
ketwise at this present time and in the event that this 
tax is further increased there would doubtless be the 
danger of dividend cuts even granting a somewhat 
higher volume of business. Thus it may be realized that 
the advent of war and our growing defense expenditures 
have created new and complicated problems, and if in- 
come is to be maintained and capital properly protected, 
one can not now rely too heavily upon past performance 
but must constantly adjust investments to withstand the 
growing tax load and increased emphasis on our new 
arms industry. 

Sterling Products, National Dairy, Bristol-Myers and 
American Gas & Electric have already been pointed out 
as typical of situations which (Please turn to page 232) 





earnings and accord their stockholders 
generous treatment, even under condi- 
tions which have found general indus- 


Income List Vulnerable to Higher Taxes 





try in something less than a prosperous 
state. Right now general industry is 
approaching boom-time levels, under the 
impetus of British war orders and our 
own national defense program. But 
stockholders in such companies as Sterl- 
ing Products, National Dairy, Bristol- 
Myers and American Gas & Electric 
must evaluate earnings and dividend 
prospects pretty much in terms of the 
extent to which these companies may be 
affected by increased taxes. Whatever 
impetus their earnings may gain as a 
result of expanding industrial activity 
based on armament and defense orders, 
will at best be indirect and quite con- 
ceivably be insufficient to offset the 
heavier taxes which will be levied against 
tarnings under the provisions of the 
Second Revenue Act of 1940. 
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No. of Annual Rate 
Security Shares Price Value of Income 

American Gas & Electric......... 2006 2914 5,850.00 400.00 
Aimestaan Power @ Light... .. . 2.0.0. ccccececcss 20 3 a 060 exon 
Bristol Myers............. 20 44 880.00 51.00 
NEC S EEE TEE 50 111% 575.00 12.50 
Chesmmalia @ Oia WG... 5. 5.5 cvcncccccadcccs 50 4254 2,137.50 131.25 
ON as o 655 hose e she tase cues 10 2054 206.25 10.00 
Briggs Manufacturing...................... 50 2414, 1,206.25 100.00 
Eaton Manufacturing . 50 33 1,650.00 150.00 
Gillette Safety Razor........ 50 3% 162.50 Terr 
Gimbel Brothers Preferred.............. 25 621%, 1,556.25 150.00 
Hazel Atlas Glass........ 25 95 2,375.00 125.00 
Bembine PU Oe Clive vic cc csaccvacs 50 195, 981.25 60.00 
Pustew Bahan... cscs ccc cccedesss 50 101%, 512.50 55.00 
NLT EE ETE Tee 10 3814 385.00 26.00 
| ee errata 50 652 331.25 20.00 
OCI ook o cs... ened te eewewees 75 623/44 4,706.25 292.50 
United Drug..... 50 4/4 237.50 Pe 
Wie IND og oo oe dca tebanneess 20 441, 890.00 60.00 
WOMCMAR an PIOUNOIN 65566 cc ekenvceancaie 50 1314 675.00 40.00 
DT ROC Tate rare ee 20 5234 1,055.00 60.00 

26,432.50 1,743.25 
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Another Look at 
the Food Stoeks 


Rising Taxes Will Restrict 
Profit Margins Despite 
Rising Sales Volume 


BY JESSE J. HIPPLE 


1. has become almost axiomatic that the American 
public rarely varies substantially the quantity of food 
which it consumes; its ability to purchase food-stuffs 
being gauged by variations in the quality and the prices 
given for them. By changing the accent upon the quality 
and quantities of their wares in keeping with the de- 
mands and ability to pay of the consumers most of the 
representative food processors and manufacturers have 
been able to hold their earning power on a sound level 
and thus have earned for their securities the reputation 
as media for conservative investment. 

In previous studies of the food industry, this ability 
to report steady earnings and to pay constant dividends 
as a result of such steadiness has received much weight 
in arriving at the usual favorable conclusion. Now 
another factor has arisen which casts some doubt as to 
the continuation of relatively high dividends and further 
restricts the possibilities for corporate growth. This 
adverse development is the imposition of heavier taxes 
which it is likely that the food processors must absorb 





One of the many tests which assure the constant standard of 
taste and appearance of Post products. 
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in great part during the period in which it will be neces 
sary to educate the consuming public to the acceptance 
of higher prices without a concommitant rise in quality of 
the material sold. 

The consumer public—due to the general experience 
of depression years—is highly price conscious and despite 
the lack of organization, shows surprising unity in insti. 
tuting a species of boycott against any food product or 
group of food products whose price suddenly exceeds 
that which the consumer feels to be equitable. Whether 
the consumer is right or not in his evaluation of any 
individual product is without bearing upon the subject 
for, right or wrong, avoidance of any product becaus 
of real or fancied grievance soon results in that particular 
product being reduced to price levels which the consumer 
feels to be just. More often than not, the producer has 
to adjust his product to the price level dictated by the 
consumer and in the interim is often forced to accept 
sizable losses. 

It is upon the above basis that it is felt that the pro- 
ducer will not be able immediately to pass recently im- 
posed taxes on to the consumer in their entirety and 
must therefore reduce profit margins and net earnings 
to the extent of the amount of new taxes that must be 
absorbed. Were it not for this factor the food industry 
as a whole would be in an excellent position for con- 
sumer incomes are on the mend and a demand for better 
quality products has been experienced in many sections 
of the country. 





Inspecting and wrapping Swift's Premium Hams. 


It is this rising consumer buying power that eventually 
may permit food processors again to enjoy reasonably 
satisfactory profit margins although in the earlier months 
of the recovery period most food processors’ earnings 
will decline at a time when they should—by all previous 
standards—be advancing. It is not meant to infer that 
selling prices are inflexible but rather to point out that 
there is always a lag between the public’s acceptance of 
higher prices and the time when the factors which make 
higher prices necessary come into play against the 
processor and seller. 

Apart from taxes, food manufacturers’ costs have not 
advanced unreasonably and were these the only increases 
necessary to pass on to the public, manufacturers’ profit 
margins would be well maintained if not slightly ex 
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panded. Fruits, vegetables, cereals, fish, meats and the 
countless commodities which find their way to the pub- 
lic’s table have not risen sharply while sugar and certain 
other necessary food-stuffs are still selling somewhat 
below last year’s levels. Prices for containers are mod- 
erately higher in some instances as are some labor costs 
but, by and large, such costs have not expanded suffi- 
ciently to make current selling prices for the finished 
products unprofitable for the processors and the mer- 
chandisers. 

There has been much public comment about the bene- 
ficial possibilities of our system of enforced military 
training upon the food industry in general. Actually the 
effect on quantity will be one of modest increases but 
the net result will probably not be any increase in dollar 
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Milk is transferred from Borden's huge tank trucks under 
spotiessly clean conditions. 


volume for Government purchases command somewhat 
lower prices than private buying, thus increasing volume 
of sales while not raising dollar receipts. And for every 
soldier fed by the government there will be one less 
private individual who must buy food. War buying, on 
the other hand, will be good in a very few lines; specific- 
ally canned milk, corn and salmon which are being ex- 
ported to England in large quantities. Other food exports 
are likely to continue at low ebb although it is expected 
that any surplus occasioned by the falling off of exports 
will be absorbed by normal increases in domestic con- 
sumption and the accumulation of reserves for war pur- 
poses in this country. 

The foregoing comments have attempted to paint a 
general picture of conditions which confront the food 
industry as a whole and give no consideration to the 
many additional problems which confront individual 
branches of the broad classifications of food producers. 
As makers of our daily bread, the baking industry should 
be the first to be reviewed in the light of recent events. 
The baking industry has experienced practically all of the 
influences outlined in the preamble to this study during 
recent weeks. Early in the year the price of bread was 
advanced by the large bakers in an effort to pass on to 
the consumer increased costs of flour and shortenings. 
The maneuver was only partially successful for it was 
met with competition from large chain stores who sold 
their own product to their customers in competition with 
the nationally known brands. That the chain stores may 
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Making Ritz crackers at National Biscuit Co. Their taste quickly 
won public approval. 


have lost a small amount on their individual sales of 
their own bread is admitted but the loss could well have 
been charged to advertising and served to accent the 
savings that the individual chain store group offered its 
customers. Having no such altruistic motive, the large 
bakers lost a considerable volume of bread sales although 
the total consumption of bread by the public remained 
approximately unchanged. Flour and other prices de- 
clined since then and as a result, nationally known bakers 
have seen their way clear to reduce their prices to a point 
where all breads are on an equal price basis although not 
all profitabie to the bakers in the same degree. 

The bakers of advertised goods have always depended 
upon times of rising public purchasing power to increase 
their sales of fancy baked goods upon which profit 
margins are high. Baked specialty sales have shown 
signs of revival but the increased profits from them will 
be offset in greatest part by higher corporate taxes. 
Local competitors, with none of the large companies’ 
problems, will continue to compete upon the base of high 
quality and often moderately lower prices made possible 
by lack of delivery and advertising expenses so vital to 
the large bakers. 


Consumer Demand Follows Advertising 


Even Purity Bakeries, one of the best of the large bak- 
ing companies, is beginning to show the effects of declin- 
ing profit margins and higher taxes. In the first 40 weeks 
of the current year the company reported a decline of 
nearly 35 per cent in earnings per share as compared with 
a year ago. Higher taxes and lower profit margins ac- 
counted for the decline for actual dollar volume of sales 
was moderately higher than a year ago. The final 12 
weeks of the year should be more profitable on a seasonal 
basis but earnings for the full year will probably fall far 
short of the $2.14 a share reported last year. The current 
dividend of $1 a share is as vet secure although there is 
not much probability of substantial payments in excess of 
that amount. In the interim there is no apparent incent- 
ive for higher market values for the shares despite the 
fact that they normally hold better than average specu- 
lative possibilities among the baking shares group. 

The specialty bakers such as Loose-Wiles and National 
Biscuit are even more dependent upon the sale of higher 
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quality products for extra profits than are the bread 
bakers. So far this year, moderately higher costs and 
sharply higher taxes have outstripped retail prices with 
the result that earnings for the first nine months of the 
period have been at subnormal levels and no great im- 
provement is expected during the remaining three 
months. In the first 40 weeks of this year Loose-Wiles 
earned $1.07 a share of common stock as compared with 
$1.04 for the same period of a year ago. On the surface 
it would seem as if the company were making satisfac- 
tory progress. The actual facts of the matter are that 
the first two quarters were better than a year ago but 
earnings in the third three months’ period ran about 18 
per cent below the comparable period of 1939 and the 
trend is still downward. Estimated earnings for the year 
are about $1.35 a share as compared with $1.69 a year 
ago. The current dividend rate will be covered by a 
modest margin although the company may not be quite 
as fortunate next year. 

National Biscuit did not make as good a showing as 
Loose-Wiles in the same period of the current year for 
first nine months’ earnings were equal to only $1.02 a 
share of common stock as compared with $1.20 a year 
ago. At the current rate the company will not earn fully 
the $1.60 dividend rate this year. 


Dairies Also Depend on Luxuries 


After bread, the most generally consumed food is milk 
and milk products. Here too the added taxes and some- 
what higher prices have held profits in check. The dairy 
companies are able to pass on to the consumer any in- 
crease in raw milk costs but since competition is heavy 
in the fluid milk business, profit margins are but slim at 
best and this end of the business rarely contributes sub- 
stantially to net income. Luxury products such as ice- 
creams, butter, cheese and eggs are the dairy companies’ 
mainstays for profits. Unfortunately, all of these prod- 
ucts may be successfully replaced in the consumer’s diet 
by the use of cheaper substitutes with the result that 
butter, cheese and eggs are not quite so amenable to 
sharp price increases as the more necessary fluid milk. 
All of the leading dairy product companies have turned 
in a relatively poor earnings statement for this year to 
date despite the fact that sales have been higher than a 
year ago. With its fiscal year ending February 28, 1941, 
Beatrice Creamery will not feel the full brunt of taxes 
until next year, although higher costs and lower profit 
margins will hold earnings well below the $3.90 a share 
reported for last year. The current dividend is not in 
danger as yet although there is no probability of suffi- 
ciently higher earnings over the medium term to warrant 
any marked increase in market value of the shares. 

National Dairy will not only be forced to meet the 
full schedule of increased taxes but must also pay higher 
wages and other operating costs. This is apparent in 
the company’s statement for the first 26 weeks of this 
year. In that period the company reported a profit of 
$0.76 a share as compared with $1.01 a share a year ago. 
For the full year 1940 the company will earn approxi- 
mately $1.50 a share, well above the current dividend 
rate of $0.80 a share but also well below the $1.97 a share 
reported last year. 

Food packing companies which are not quite so special- 








ized as the dairies and the bakers are also feeling the pinch 
of taxes and, as a result, increased sales have resulted in 
lower earnings. General Foods is a case in point. For 
the first nine months of the current year sales rose 
$2,000,000 to $12,388,677, but higher costs other than 
taxes reduced profits by about $910,000 from a year ago. 
After making provisions for new Federal taxes, however, 
net income available for the common shares was more 
than $2,000,000 below that of a year ago with the result 
that per share earnings for the first nine months were 
$1.89 as compared with $2.28 in the similar period of 
1939. Full year results will probably be in excess of the 
regular $2 dividend rate although it is not likely that 
any substantial extras will be available as was the case 
last year. The longer term outlook for General Foods is, 
however, somewhat brighter than for most other food 
stocks. The company’s frozen foods are increasing in 
consumer popularity and promise to replace canned 
foods in some measure in supplying Army training camps. 
This will not only increase sales of the profitable frozen 
food items but will also expand future demand by mak- 
ing hundreds of thousands of future consumers aware 
of the high quality and utility value of these products. 
Nevertheless, the immediate outlook is for somewhat 
lower profits and, at best, dividends maintained at cur- 
rent levels. There is no present incentive for sharp 
increases in market ‘value of the common stock, in this 
writer’s opinion. 

Those companies whose products are derived mostly 
from corn have fared little better than the flour millers 
from a profit standpoint. Despite heavy crops of corn 
and still heavier carry-overs from last year, the price of 
corn has remained at relatively high levels due to some 
export demand but mostly the operation of Government 
crop loans. The corn millers have attempted to make 
the sales of their products more elastic through courting 
wholesale outlets but they still must depend in great 
measure upon “package” goods which go to the retail 
consumer directly and are thus subject to consumer re- 
sistance to higher prices for staple branded products. 
With competition always heavy and profit margins light, 
it is no wonder that the principal corn manufacturers of 
this country have made a relatively poor showing of earn- 
ings so far this year. 


Corn Products Dividend Secure 


Corn Products Refining is probably the largest and 
certainly the best known of the corn millers and the 
shares of the company have always enjoyed a high regard 
of investors whose major interest is assured income. 
The dividend income continues to be relatively secure 
but earnings are likely to show a marked decline. In the 
first nine months of the current year higher corn prices 
and still higher taxes have reduced earnings per share 
to $1.89 as compared with $2.29 a year ago. At the 
present rate—on a seasonal basis—it is probable that 
full year earnings will approach $3 a share and thus 
cover the present dividend although it is not probable that 
the $3 figure will be covered by a wide margin. Exports 
and the eventual acceptance by the consumer of somewhat 
higher prices will assist in maintaining earnings at approx- 
imately current levels although no near term gains are 
indicated. The shares lack (Please turn to page 233) 
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OP inieieinies an unlimited supply of its basic raw ma- 
terials, a large but still increasing demand for its finished 
products and no particular costs problems of size, Air 
Reduction is in an enviable position to continue the 
recovery in earning power interrupted but briefly in 1938. 

Air Reduction makes industrial gases as its most im- 
portant products. These gases include oxygen, acetylene 
and carbonic acid gas. Oxygen and acetylene are the 
gases used in welding and cutting of steel and iron while 
carbonic acid gas finds its greatest use in the manu- 
facture of soft drinks. In its solid state, carbonic acid 
gas is the now familiar “dry-ice” which is becoming 
increasingly important as a refrigerant. In addition to 
these more common gases, the company produces nitro- 
gen, helium, argon, neon, krypton and xenon. These 
gases are all the result of the fractional distillation of air 
and while the last two items have as yet no vital com- 
mercial application, the others are used in the manu- 
facture of electric lights, radio tubes and so on. A new 
subsidiary, the Ohio Chemical & Manufacturing Co., 
specializes in the manufacture and sale of compressed 
medical gases and the apparatus for their use. 

Acetylene, the twin of oxygen in most commercial 
applications, is manufactured from calcium carbide which 
in turn is made by heating coke and limestone together. 
Air Reduction and Union Carbide Co. are the principal 
manufacturers of this important commodity in the 
United States. Oxygen is obtained from liquid air or is the 
product of electrolysis of water, both of which methods of 
recovery are employed by the company. Carbon dioxide 
is a by-product of fermentation but is also obtained from 
other company processes which involve coking of high 
grade coal among others. The company operates about 
132 plants of which about 80 per cent produce oxygen 
and acetylene while the remainder devote their efforts 
to the production of other gases. 

The company formerly manufactured electric welding 
machines to supplement its oxy-acetylene business but 
in recent years has combined its electrically driven weld- 
ing machine business with General Electric Co. General 
Electric now makes the motor driven electric welders 
while Air Reduction continues to make the electrodes in 
which there is a substantial re-order business. Air Reduc- 
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Air Reduection’s Business 
Follows the Trend of Industry 


Despite Heavier Taxes Earnings Are Close to Record High Levels. 


BY GEORGE W. MATHIS 





tion continues to make a gasoline powered electric weld- 
ing machine although this product is relatively un- 
important from the standpoint of contributions to 
income. 

The oxygen and acetylene business is the most im- 
portant activity. All shipbuilding, steel making, fabri- 
cating, construction and countless other heavy goods 
activities depend upon oxy-acetylene welding or cutting 
to speed production. Electric welding has in some meas- 
ure supplanted the use of gases in light work but in such 
jobs as cutting up steel scrap for the furnaces, tapping 
recalcitrant crucibles and fabricating many heavy sheets 
of steel at one time, ox) gen and acetylene are still unex- 
celled. As a result, every increase in the speed of heavy 
industrial activity is accompanied by further demands 
for oxygen and acetylene. (Please turn to page 231) 
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Dividend Season 


One trend stays constant through 
all the changes that have occurred 
in the last few years—the increasing 
reluctance of directors to anticipate 
earnings by putting their stocks on 
a regular quarterly dividend basis. 
The style now is to pay small 
amounts during the year just to 
keep the record straight for the fu- 
ture, but to make the important de- 
cision of a year-end extra at the lat- 
est possible moment. 

There are good reasons for this 
policy, the newest of them the un- 
certainty in regard to taxes. Many 
concerns, in the first year of excess 
profits taxes, are still unable to fig- 
ure their liabilities very closely. The 
fourth quarter is frequently the vital 
one, which produces the excess earn- 
ings for the whole year. The English 
method of declaring dividends after 
the end of the fiscal year would ac- 
tually be more logical for American 
corporations today. 

But November and December are 
the big months for significant decla- 
rations in the United States, with 
this year no exception. Atchison gave 
an example of the practical effects 
of such actions, when directors made 
a surprise payment of $1 on the 
common. Both this issue and the 
preferred were active and higher 
after the announcemnt; in fact they 
gave a boost to the whole rail sec- 
tion with Great Northern preferred 
singled out for particular attention 
because of hopes that some good div- 
idend news in that direction would 
soon come along. 

Incidentally, the last payment on 
both Atchison and Great Northern 
came in 1937, in both cases $2. 
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For Profit and Income 


Preferred Sinking Fund 


One of the most interesting issues 
on the Board this year has been the 
old convertible preferred stock of 
Republic Steel. Not many realized 
the fact long ago pointed out here 
that a purchase fund could mate- 
rially affect the value of the issue. 
The requirement is that the com- 
pany set aside one-half of one per 
cent of the original face amount of 
the preferred stock ($60,000,000) 
semi-annually. Every six months for 
the last ten years $300,000 has been 
added to the amount that would 
have to be provided to buy the stock 
at 100 or less, if available at that 
price. 

Directors last week recognized 





Triangle Photo 








this obligation by setting aside 
$6,300,000 as a purchase fund, and 
invited offers of the stock at any 
figure up to 100. (The stock is call- 
able at 110.) Since there are only 
119,597 shares now outstanding, the 
amount immediately made available 
is equal to 52.6 per cent of the entire 
issue. 

The way this can work out is to 
place a support under the stock, at 
least in normally prosperous times, 
with $300,000 more ready to buy it 
every six months. While the indus- 
try is so mercurial that there is still 
a decided speculative tinge to this 
preferred stock, the $6 dividend plus 
the operation of the purchase fund 
makes the issue hold up around par 
now. Some go so far as to look for 





Another wave of buying has recently set in among the customers of rail equipment 

manufacturers. Actual figures for Class 1 roads, according to Association of Ameri- 

can Railroads, show 54,791 new freight cars placed in service during the first ten 

months of 1940, compared with 17,417 a year ago, and 320 new locomotives 
against 269 a year ago. 
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; the balance of the issue to be called, 


but there seems to be no good reason 


why directors should be anxious to 


pay 110 for it when the chances are 
that they can eventually buy it and 
retire it at 100. 


Investment Trust Switching 


In one recent trading session three 
stocks made new lows for the year 
to date— Hercules Powder, Mon- 
santo Chemical and Newport News 
Shipbuilding. Of course the last- 
named has been listed only a rather 
short time, so the range shown is not 
actually that for the whole year. 
But here are three companies with 
many obvious advantages suffering 
from the switching that goes on 
every day. There is more than a sus- 
picion that investment trusts are re- 
vising their portfolios and creating 
some temporary bear markets in in- 
dividual issues, which should cease 
after the year-end. 


A Billion in Arrears 


The Stock Exchange notes that ar- 
rears on preferred dividends of listed 
issues as of October 15 amounted to 
$1,094,560,000. That is a pool of po- 
tential payments worth all the at- 
tention it has been receiving lately. 
Here are the figures summarizing 
listed preferred stocks: 


Number Thousands 
Presently callable of Issues of Shares 
Cumulative 
1. In arrears : 103 24,136 
2. Not in arrears... . 179 37,232 
Total cumulative ee 282 61,368 
Non-cumulative ais 20 7,119 
Total callable... .. Poe 302 68,487 
Not presently callable 
Cumulative 
1. In arrears es 14 3,147 
2. Not in arrears... . 52 97,337 
Total cumulative....... 66 20,884 
Non-cumulative oe 28 10,406 
Total non-callable .... 94 31,290 
Grand total........... 396 99,777 


Novel Report 


General Mills has received quite a 
bit of attention with its stock- 
holder meetings in various key cities 
throughout the country. James F. 
Bell, the chairman, has now put the 
company’s report in the form of a 
moving picture, animating the fig- 
ures for the benefit of the 10,000 
stockholders. But even without this 
help, General Mills reports have a 
reputation for making satisfactory 
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Current Reports—Third Quarter and Nine Months Earnings 


Company 
Chicago Pneumatic Tool Co. . 0.78 
Western Union.......... 0.67 
Anaconda Copper 0.77 
United Airlines... 0.49 
United Aircraft 1.12 
Curtiss Wright. . . 0.20 
Pullman, Inc....... 0.59 
Mack Truck......... 0.59 
American Water Works. . . 0.12 
Youngstown Sheet & Tu’ 1.57 
Borg Warner............ 0.55 
Amerada Corp. . 0.56 
National Steel. . . 1.74 
Bridgeport Brass Co 0.50 
Ex-Cell-O Comp............. 1.87 
General American Transportation 1.03 
Yellow Truck and Coach, Class B 0.18 
Pressed Steel Car Co..... 0.46 
General Foods. . 0.55 
General Motors Corp... 0.31 
Westinghouse Electric & Mfg. Co 1.78 
Standard Brands..:.... 0.14 
Climax Molybdenum 0.50 
Clark Equipment Co 0.75 
Natomas Co...... 0.28 
American Brake Shoe & Foundry Co 0.73 
Bayuk Cigar............ 0.82 
Eaton Manufacturing... 1.16 
Allegheny Ludlum Steel. . 0.99 
General Clgat.... ccs c ccc 0.57 
Harbison Walker Refractories... .. 0.41 
Worthington Pump & Machinery Corp... . 1.18 
Barker Brothers Corp....... 0.53 


American Chicle...... 1.95 


Libby-Owens-Ford Glass Co 0.85 
Republic Steel Corp. . 0.96 
Mathieson Alkali Works 0.46 


d—Deficit. 


3rd Quarter 
1940 


3rd Quarter 9 Months 9 Months 
1939 1940 1939 


0.33 1.75 0.43 
0.83 2.12 0.62 
0.51 2.79 1.34 
0.37 0.68 0.23 
0.80 3.46 2.18 
0.08 0.88 0.38 
0.59 1.49 0.87 
0.14 1.96 0.41 
0.26 0.79 0.44 
0.33 2.77 0.41 
0.46 1.76 1.49 
0.14 1.68 0.99 
1.32 4.92 3.31 
0.09 1.03 0.17 
0.49 3.49 1.34 
0.73 3.24 1.96 
0.04 0.93 0.34 
do.53 2.03 d1.60 
0.84 1.89 2.28 
0.15 2.83 2.39 
1.03 5.46 3.39 
0.10 0.48 0.35 
1.23 1.88 2.25 
0.72 4.35 2.55 
0.35 0.92 0.92 
0.44 2.13 1.45 
1.37 3.19 3.12 
0.50 3.87 2.33 
0.21 2.41 0.40 
0.16 1.41 0.47 
0.35 1.03 0.58 
0.76 4.12 d0.99 
0.33 0.62 0.01 
2.47 6.31 6.77 
0.50 2.91 1.55 
0.40 1.86 0.37 
0.30 1.36 0.61 





news for holders. It remains to be 
seen how the jump in taxes will af- 
fect earnings. 


Cheap Money 


Announcement by Jesse Jones that 
the RFC will loan money on Gov- 
ernment defense contracts at 114 per 
cent is received with mixed emo- 
tions. The banks are evidently not 
going to be able to swell their in- 
come with the proceeds of financing 
defense work, although there are 
many indirect suppliers that will not 
have the advantage of a contract 
which can be taken as a guarantee. 
What a firm saves by borrowing 
cheap money from the Government 
will go to increase its tax liability, 
so that the Government will take 
back a good part of what it gives in 
the way of interest savings. 


Steel Prices 
Best opinion in the Street is that 


the steel industry will not raise 
prices for next quarter, although the 


present setting would normally seem 
to make such action likely. For one 
thing, steel enters into so many 
other products as an important ele- 
ment of cost that an increase would 
have wide repercussions. The Gov- 
ernment watches the industry’s price 
policy very carefully, from scrap and 
iron ore to finished products, and is 
not at all sympathetic to any up- 
ward trend. Steel companies, how- 
ever, do not need any more than vol- 
ume such as the current rate to show 
excellent operating results. Their big 
problem is getting the profits past 
the tax collector. 


The Blind Spot 


Business indexes make good read- 
ing these days, and there is reason to 
believe that industrial volume will 
improve further over the next few 
weeks. Yet there is a good chance 
that seasonal adjustments in the in- 
dexes and in the automobile indus- 
try particularly may create a down- 
trend in the indexes exactly the re- 
verse of the true state of affairs. 












A: THE outset of the war and particularly after the 
fighting had extended to Scandinavia there was a rush 
on the part of American consumers to anticipate their 
paper needs as far in advance as their finances or the 
paper merchants would permit. American manufactur- 
ers met the threat of a pulp and paper shortage by step- 
ping up production of both commodities to a point where 
even current heavy demand is being met without hard- 
ship and unless the demand increases still further, no 
paper or pulp shortage is likely to result. Since adequate 
supplies of paper and pulp seem assured for at least the 
present, consumers are no longer avid for more material 
than they can economically use in the medium term. As 
a result, paper production is declining moderately from 
the very high levels of a year ago and prices of the 
more volatile materials have begun to decline. With 
production capacity in excess of demand it may well be 
that all prices will reflect the conditions, for the paper 
trade is one of the most intensely competitive of any of 
our industries. 

While it is not felt that paper prices will break wide 
open in the near term, unless the war should suddenly 
come to an end, there is sufficient uncertainty in the 
situation to make an appraisal of the largest American 
paper manufacturer, International Paper, desirable at 
this time. This is particularly so since the common stock 
has been unable to make much headway in the market 
despite the excellent technical position of the company’s 
plants and production facilities and undoubtedly satis- 
factory earnings for the current year, although recently 
this equity came at least temporarily to life. 

As the largest paper manufacturer in the world it is 
fitting that International Paper & Power Co. should be 
able to produce a wide line of papers and wood-pulps 
from its own pulp-wood reserves located in both the 
United States and Canada. The American mills have 
a production capacity of approximately 1,145,000 tons of 
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What's Ahead for 


International 


Paper? 


Heavy Dependence Upon 
Continuation of War Markets 
and Unpaid Preferred Accru- 
als Are Reflected in the Com- 
mon Stock's Market Action. 


BY STANLEY DEVLIN 


kraft paper and board per annum and nearly 1,800,000 
tons of other paper and ground wood specialties includ- 
ing book papers, bonds, jute board and newsprint. 
The Canadian mills produce approximately 675,000 
tons of newsprint yearly as well as about 204,000 tons 
of sulphite pulp, making a total for both American and 
Canadian plants of nearly 2,700,000 tons yearly. 
While the company prefers to buy its pulp wood from 
outside producers whenever possible in order to conserve 
its own timberlands it does, nevertheless, have control 
of nearly 26,000 square miles of such lands located in 
the North Atlantic states, the southern pine district and 
in Canada. The latter reserves, amounting to more 
than 20,000 square miles of balsam and spruce as well 
as other pulp woods, furnish the Canadian plants with all 
of their pulp wood requirements. Last year the com- 
pany cut about 33 per cent of its Northern states’ needs 
from its own properties but purchased almost 95 per cent 
of its Southern pine needs from outside suppliers. This 
policy will—as long as pulp wood prices do not get out 
of hand—permit the company to maintain a heavy tim- 
berland reserve. The lack of such reserves has in the 
past been the undoing of many large paper companies. 
Newsprint paper is an important commodity from 
the standpoint of quantity consumed in this country 
but it is the newer kraft paper that furnishes the best 
margin of profit since it is made from slash pine that 
had previously been thought to be only suitable for fuel 
or destructive distillation in order to make rosin and 
turpentine. Kraft paper is sold to a great number of 
individual consumers rather than to a few very large 
users as is the case with newsprint. International Paper 
& Power’s 8 kraft mills located in the Southern states 
have between them an annual production capacity of 
approximately 111,000 tons of bleached kraft paper and 
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board, 283,000 tons of unbleached kraft paper, and 
736,000 tons of unbleached kraft paper board. The kraft 
boards are used mostly by box makers who make the 
familiar paper cartons and consume approximately 80 
per cent of the country’s total output of this particular 
product. As the producer of more than 25 per cent of 
the kraft products consumed in this country, Interna- 
tional Paper & Power is in a favorable position in respect 
to this particular commodity. 

The other American mills of the company are not 
quite so important as the Southern kraft mills but their 
combined capacity of nearly 390,000 tons per annum of 
various specialties which normally sell at higher prices 
than kraft and carry better profit margins than kraft and 
newsprint thus make a contribution to income out of 
proportion to their tonnage capacity. These mills are, 
however, relatively high cost operators and demand for 
their particular products must be high in order to sus- 
tain the volume of output necessary to hold operations 
at profitable levels. 


Wood Pulp for Plastics 


The Canadian plants—which are normally low cost 
operators—specialize in the production of newsprint for 
which there is a good demand at present. Between them 
they have an annual newsprint output of approximately 
675,000 tons per annum which, if added to the small 
output of one mill located in Maine, gives the company 
a newsprint capacity of more than 705,000 tons per 
annum. Newsprint prices have stabilized on a base of 
$50 a ton through the first quarter of 1941 and while 
the present profit margin is small but satisfactory, it 
may be necessary to absorb some extra costs deriving 
from heavier Canadian and American taxation before 
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The Panama City, Florida, plant of Southern Kraft, An International Subsidiary. 





the price can again be adjusted to meet new conditions. 
About 75 per cent of the company’s newsprint output 
has customarily been sold to American publishers on a 
contract basis while the remainder has gone to England, 
Australia and South America. 

Two of the company’s Canadian mills have a much 
more important specialty than newsprint and that is a 
certain type of bleached sulphite pulp suitable to the 
manufacture of rayon, plastics and similar cellulose prod- 
ucts. It was in this particular item that it was feared 
that a heavy shortage would develop due to the elimina- 
tion of European supplies. The Canadian mills, together 
with the Southern mills who are now able to bleach 
kraft pulp to a point where it is also acceptable to the 
cellulose trade, are assurred of a strong market fer their 
product even should former sources of supply again enter 
into the market. Most of the company’s Canadian out- 
put of over 200,000 tons per year of bleached and un- 
bleached sulphite pulp is used in the company’s own 
paper mills in the Northern states of this country. 

Some idea as to the extent of the revival in demand 
for paper is contained in the company’s earnings state- 
ment for the first nine months of this year. Total income, 
for instance, was not only nearly 50 per cent higher than 
in the same period of 1939 but the $121,136,000 reported 
was but $1,154,000 short of the figures for the entire 
year 1939. Moreover, net profits of $12,214,552 were 
equal to $4.24 a share after setting aside $7,461,046 for 
new taxes as compared with $214,603 for the same pur- 
pose a year ago. What is more important, perhaps, is that 
the net income for the past nine months—after full pro- 
visions for all new taxes—was greater than in any full year 
since 1929 and net income for the 1940 period was well in 
excess of even that year when a much more complicated 
capital structure prevailed. (Please turn to page 236) 
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YELLOW TRUCK & COACH MANUFACTURING CO. 








YELLOW TRUCK & COACH MANUFACTURING CO. 


Price Range 





Thousand Shares 


1937 


ia os 1939 1940 











BUSINESS: Yellow Truck and Coach Manufacturing Co., an inde- 
pendently operated subsidiary of General Motors Corp., is the largest 
factor in the purely commercial vehicle field on the basis of sales 
volume. The company makes all types of trucks from the smallest to the 
large 20-ton vehicles which are sold under the Yellow Truck trade name. 
Bodies of all kinds are used. The company is one of the largest pro- 
ducers of buses which range in size from the small interurban vehicle to 
the largest transcontinental type of bus. Truck trailers and taxicabs are 
the smallest contributors to gross income. The company was among 
the first to introduce Diesel engined buses. Diesel power plants are 
obtained from General Motors. In addition to the heavy commercial 
demand for trucks and buses the company has been in receipt of con- 
siderable military business which is holding order back-logs at high 
levels. The company also owns the Hertz Drivurself systems as well as 
a finance company and other subsidiaries. 


FINANCIAL POSITION: There is no funded debt nor bank loans. 
General Motors owns 71.85 per cent of the 143,980 shares of preferred, 
31.85 per cent of the 2,199,985 shares of class '"'B" stock and all of the 
800,000 shares of common stock outstanding. The company's financial 
position at the close of last year was strong with total current assets of 
$28,433,331 being nearly five times greater than total current liabilities. 
Cash items of more than $5,600,000 alone were close to total quick 
debts of $6,087,650. As a manufacturer of strictly capital goods the 
company has not had an impressive earnings record in recent years, 
although in times like the present the leverage factor permits a sharp 
recovery of earnings. This year has so far been much better than aver- 
age and as a result, total preferred dividend accumulations have been 
eliminated and the "B' stock is now in line for some distribution. 





OUTLOOK: Heavy volume of business promises high earnings for the 
next year despite the imposition of heavier taxes. Over the longer 
term, military orders will proably dominate production although com- 
mercial demand, both domestic and for export, should continue high. 


MARKET ACTION: Yellow T. & Co. Market Yellow’s moves 
Mfg. Co. Averages in rel. to avges. 
'37 high to '38 low....... 11% “decine 64% decline 20% wider 
*38 low to '38 high....... 159% advance 16% advance 110% wider 
*38 high to '39 low....... 46% decline 34% decline 39% wider 
*39 low to '39 high....... 39% advance 44% advance 102% wider 


"gael volatility on four moves 68% greater than the M. W. S. index of 309 common 
stocks. 


COMMENT: Recent price—I6. The market has not as yet fully dis- 
counted the prospects for earnings and probable dividends. 


Long-Term Record 





Earned , 
Net Net mn ied Price 
Sales Income 
(millions) (millions) Share ang 
$16.4 d$3.787 d$2.30 T= 13/2 
19.7 . d0.97 T¥4- 2g 
28.2 d0.886 d0.92 T= 23/4 
35.9 0.503 d0.26 914- 27/2 
59.4 5.089 1.36 2314- 83 
73.5 3.572 0.85 373- 71 
44.0 0.515 d0.16 2134- 8 
1939 58.9 3.276 0.76 214-1178 
| ee 58.2 3.506 0.91 a 93%, 
1939 teen 44.1 1.788 MSPs 
—To date. d—Deficit. 
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BRIDGEPORT BRASS COMPANY 
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BRIDGEPORT BRASS COMPANY 
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BUSINESS: This company is one of the smaller, although important, 
fabricators of copper and brass, operating in the Connecticut Valley, 
The products cover the usual line, including wire, rods, tubes and sheets, 
with wire, sheets and tubes accounting for the major part of the com- 
pany's sales. The plants—which have but recently been enlarged— 
have ample capacity to ‘take care of the present volume of business, 
but will again be expanded if any sizable increase in defense business 
accrues. In the past the company has been dependent mostly upon the 
automotive industry for business, but in the last several months has 
been in receipt of a growing amount of business from the Army for 
cartridges and from the Navy for brass condenser tubes. Sales branches 
and warehouse are located at strategic points throughout the country, 
but the company has no disclosed foreign affiliations. 


FINANCIAL POSITION: There is outstanding an issue of $3,250,000 
serial debenture bonds carrying 3 and 4!/4 per cent coupons which 
mature at the rate of $125,000 semi-annually to 1949. This amount does 
not include the $250,000 serial maturities met on April and October | 
of this year. Following the funded debt there are 939,790 shares of 
no-par value common stock. At the close of 1939 the company was in 
a strong financial position in spite of the fact that relatively large 
sums of money have been expended in recent years to increase plant 
capacity. On December 31, last, total current assets of $7,619,290 
were more than 4 times greater than total current liabilities of $1,535,- 
588. Cash on hand of $1,032,982 has probably since been increased 
although at the time the sum was not overly large in comparison with 
the needs of the company's business. Inventories of $4,534,288 were 
higher than average, but not burdensome in view of last year's gross 
sales of nearly $20,000,000 and subsequently increased sales this year. 


OUTLOOK: The rearmament program as well as sharply higher industrial 
activities will call for increasing use of copper and brass products. As 
one of the leading fabricators in the country, Bridgeport Brass will 
undoubtedly get its full share of available business. 


MARKET ACTION: Bridgeport Market Bridgeport’s moves 
Brass Co. Average in rel. to avge. 

‘37 high to '38 ioe. Lee 16% decline 64% decline 12% wider 

*38 low to '38 high... 197% advance 16% advance 160%, wider 

‘38 high to '39 low.. % decline 34% decline 50% wider 

39 low to '39 high.. 105% advance 44% advance 40% wider 


Average volatility on is moves 31% greater on declines but 150% greater on ad- 
vances than the M. W. S. index of 309 common stocks. 


COMMENT: Recent price—!3. 


Prospects are for continued satis- 


| factory earnings and increased dividends. 


Long-Term Record 





Gross Net on : 
Reserves Income Net Per Divi- Price | 
(millions) (millions) Share dends Range 
$5. 955 d$3.07 Piste Rte tre = 
315 0.9 ‘ots 
NF 577 1.11 $0.10 
NF 727 1.12 -40 17'/p- 8 
NF 1.076 1.46 1.05 1872-1218 
21.05 .733 0.79 75 23%4- 7 
13.13 d.252 d0.27 16 - 5% 
20. 459 0.49 15%- 7% 
1940 (9 mos.). NF 974 1.03 25 *1354- 8 
1939 (9 mos.). NF -155 16. Peay hips ioe ea 
d—Deficit. NF—Not available. *—Stock split 15-1in 1934. x—To date. 
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BUSINESS: Chain Belt Company of Milwaukee is one of the leading 
manufacturers of sprocket chains, conveyors and construction machinery 
in the country. Its products find employment in all branches of indus- 
try where it is desirable continuously to transport materials ranging 
from coal to the production line of large manufacturers. Other prod- 
ucts include several sizes of concrete mixers, centrifugal pumps and 
transmission belt, etc. Baldwin-Duckworth Chain Corp., whose products 
overlapped those of Chain Belt Co., was acquired by Chain Belt last 
year and thus rounded out the company's line of products. 


FINANCIAL POSITION: The company's only capital obligation is 
486,705 shares of common stock of no-par value. The company had 
no bank loans at the mid-year end and current liabilities of $1,041,935 
were comfortably smaller than cash items of $2,245,218. Total current 
assets at that time were close to $5,500,000. The company's earnings 
record is remarkably good, considering the fact that it operates mostly 
asa capital goods industry. 


OUTLOOK: The company's several unique products appear to be in 
good demand at all times either for replacement or expansion of pro- 
duction facilities. This is particularly true at the present time when the 
emphasis upon production speed is increasing in all industries important 
to defense programs. Despite the fact that last year's earnings were 
the best since 1929 it is probable that this year's results will be con- 
siderably better even after the inclusion of higher taxes. Because of the 
inclusion of the Baldwin-Duckworth business in this year's reports the 
results are not strictly comparable with those of a year ago. In spite of 
heavier taxes it is probable that this year's earnings will closely approach 
$2.50 a share and growing order backlogs promise even better results 
for next year providing future tax rates are not further sharply increased 
and other conditions remain in status quo. While the company has 
already distributed three 25-cent dividend payments and one of 50 cents 
ashare, there is no set rate of dividend declared. 





MARKET ACTION: Chain Market Chain Belt’s move 
elt Co. Average in rel. to avge. 

'37 high to '38 low... 61% decline 64% decline 47% narrower 

'38 low to ‘38 high. .. 150% advance 16% advance 97% wider 

'38 high to '39 low. Per 43% decline 347% decline 26% wider 

'399 low to '39 high....... 90% advance 44% advance 104% wider 


Average volatility on four moves 11% greater on declines but 100% greater on ad- 


vances than the M. W. S. index of 309 common stocks, 


COMMENT: Recent price—2134. Acquisition of new company is 
apparent in rising earnings which should expand further. 


Long-Term Record 


Soaes Net . 
Profi Income Net Per Divi- Price 
Year (millions) (millions) Share* dends (0) Range(o) 
1931 $1.17 $0.08 $0.23 $2.2714 37-22%, 
43 d .35 d .96 75 14 -7 
2 d .11 d .30 .40 174-9 
1.29 ont .60 1.00 1814-161, 
1.65 36 1.04 1.30 40 -211% 
2.49 63 1.82 3.15 73 «=-35 
3.83 74 2.14 1.171% 73 =-12 
1.91 44 1.26 85 s223%4- 91% 
3.03 sas 1.92 1.10 2514-13 
NF 19 2.44 «1.25 x22 = =-15 
*— Adjusted. Dl -On shares then outstanding. s—Present 
stock. x—To date. 
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BUSINESS: While Marshail Field & Co. is well known as one of the 
largest retail store operators in the country it has other activities which 
are also important. The company is a large textile manufacturer and 
operates the Chicago Merchandise Mart and other real estate proper- 
ties. Of the three activities, however, the department store is the 
largest contributor to net income. The main store occupies a square 
block in the heart of Chicago and is connected to a smaller store— 
called the Annex—by a tunnel. Three modern branch stores are oper- 
ated to serve the suburban area of Chicago and two stores are also 
operated in Seattle, Washington and Watertown, South Dakota. 


FINANCIAL POSITION: The funded debt amounts to approximately 
$28,350,000 and consists of three issues of first mortgage bonds, none 
of whose coupons exceed 4 per cent. The earliest maturity is in 1951 
and the latest in 1959. The bonds are followed by 95,508 shares of 
$100 par value, 6 per cent first preferred, 54,492 shares of 6 per cent 
dividend 2nd preferred and 1,943,763 shares of no-par value common 
stock. All of the funded debt is owned by the Metropolitan Life Insur- 
ance Co. of New York. At the close of 1939 the company was in a 
good financial position with total current assets of $29,273,118 being 
better than 3 times larger than total current liabilities of $8,666,542. 
Cash alone was nearly $5,800,000 which combined with inventories of 
$12,846,651 placed the company in a satisfactory near-term position. 


OUTLOOK: As the center of the great Middle West industrial area 
Chicago is benefitting from increased industrial activities. At the 
time of the latest report, Marshall Field's sales and rentals were not 
only well above last year's comparable figures, but the retail division 
was making a much better showing than the Federal Reserve index of 
Department Store sales for the area and the nation. The manufacturing 
division has been in receipt of some Army business and is anticipating 
more. Taxes will be bothersome but indicated sales are sufficiently 
high to overcome the tax difficulty and still permit the company to 
report earnings higher than a year ago. 


MARKET ACTION: Marshall Field's 


Marshall Market moves in rel. 

Field & Co. Average to average 

a high to '38 low... 82% decline 647; Zo decline 29% wider 
8 low to '38 high... 171% advance 76% advance 125% wider 

38 high to '39 low....... 347% decline Tie Ok caeecacas 
39 low to '39 high... 829 7o advance 44% advance 86% wider 


Average volatility on four moves 15% greater on declines but 105% greater on ad- 
vances than the M. W. S. index of 309 common stocks. 


COMMENT: Recent price—l6. An additional dividend is likely 
before the year end. 
Long-Term Record 
Net Sales NetIncome Net Per Divi- Price 

Year (millions) Share dends Range 
i... are $78.27 7.987 d$7.19 Paar 1314- 3 
[ee 88.46 .098 d1.43 1834- 44 
1934..... 100.80 d .166 d1.62 19%- 83% 
a 108.90 199 1.35 144- 6% 
1936. 104.21 2.879 0.67 2514-111 
oo) See 97.64 d1.654 d2.11 : 30%- 714 
T9ee....... 79.65 3.492 1.04 , 147- 51 
19399....... 84.03 4.637 1.92 $0.30 1794- 95/4 
1940 (9 mos.) 61.30 2.424 90 x0.30 x16 = 8%, 
1939 (9 mos.) 57.87 1.718 54 : i eeeeas 

d—Deficit. x—To date. 
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PRESSED STEEL CAR COMPANY, INC. 


Six Low Price Stoeks In Favored Industries 
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BUSINESS: Pressed Steel Car Company is primarily designed for the 
construction of railroad freight cars of all types and has a productive 
capacity of approximately 40,000 units yearly. A large block of the 
company's stock is owned by the General American Transportation Co. 
who also builds railroad equipment, but is more actively engaged in 
operating a car-rental service. During the “first world war" the com- 
pany participated actively in the manufacture of munitions. From the 
fact that it has already received a series of educational orders from the 
government it is reasonable to assume that the company's facilities will 
be increasingly employed in this line during coming months. It is said 
that the company will participate to an unusual degree in the orders 
for tanks which is being actively considered by the British government. 
In the event that such orders are received, the company will receive 
adequate assistance in expanding production capacity as far as needed. 
The railroad equipment business is also on profitable levels and’ should 
hold for the next several months to come at least. 


FINANCIAL POSITION: The capital structure consists of $3,900,000 
in funded debt, 250,000 shares of 5 per cent dividend, $5 par value 
convertible preferred stock, 66,162 shares of 5 per cent dividend, $50 
par value second preferred stock and 494,978 shares of $1 par value 
common. .The first preferred is convertible into common on a share- 
for-share basis, while | share of the second preferred is convertible into 
3 shares of common. At the close of last year the current asset ratio 
was better than 2-for-Il, and total current assets were $5,374,882. 
Although the company operated at a loss last year, operations are now 
profitable. Common dividends must await the elimination of small 
preferred accruals. 


OUTLOOK: The profit accruing from armament orders will probably 
far outstrip that which can be expected from railroad equipment, 
although contributions from the latter source will become important. 


M : Pressed Steel's 
ARKET ACTION Pressed Steel Market moves in rel. 
ar Average to average 
‘37 high to '38 low....... 85% decline 64% decline 32% wider 
‘38 low to '38 high....... 205% advance 16% advance 169% wider 
38 high to '39 low..... 8% decline BG decline 61% wider 
39 low to '39 high... 135 % advance 44% advance % wider 


29 
Average volatility on four moves 46% greater = eclines but 233% greater on ad- 


vances than the M. W. S. index of 309 common stocks. 
COMMENT: Recent price—1334. Lagging rail equipment business is 
being compensated for by rising armament orders. 


Long-Term Record 





Operating Net 
I I Net Per Price 
Year (millions) (millions) Share Range 
__. Sees es - d$1.12 d$1.44 d$6.03 4 - vA 
USS oF d .74 8 Seis 5Si_k-e 
DEL i hicand-sc'e CaS 40 aes NF -42 NF 5I_- 1% 
EGR eee NF F NF 4%4- % 
Se NF NF NF *2814-17/ 
BO ARR eres 1.27 e 1.08 31%- 5 5% 
ere d .58 d1.17 d3.06 bo 4h 
ares d .19 d .65 d1.71 ae 
TaD OP wes)... ......005.. NF 1.29 2.03 ata} 612 
eo OAS eee d .62 WD | ec Bienes 
d—Deficit. NF—Not available. *—New common. x—To date. 
Note: Company in reorganizat'on—1933 t> 1936, 
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BUSINESS: United Air Lines Transport Corp. operates a widespread 
system of air lines between New York and San Francisco with stops at 
Cleveland, Toledo, Chicago, Des Moines, Omaha, Denver, Salt Lake 
City, Reno and Sacramento. Branch lines connect New York with 
Philadelphia, Los Angeles with San Francisco and numerous other com. 
binations. The company also operates an express and mail service in 
addition to its passenger business. The lines carry more mail than any 
other domestic company and from this service a great part of the 
revenue is derived. It is the volume of passenger and express service 
rendered, however, that largely determines the amount of profits 
realized. Last year, passenger and freight revenues were approximately 
100 per cent higher than in 1933 and are continuing to gain. 


FINANCIAL POSITION: The company has no funded debt and at the 
beginning of this year was free from bank loans or other obligations 
prior to the 1,500,451 shares of $5 par value common stock now out- 
standing. The financial position at the outset of the year was good, 
Working capital of $5,518,040 was substantially higher than a year ago 
and of the $7,834,384 total current assets, nearly $4,000,000 was cash, 
while $1,522,110 was in U. S. Treasury notes. Cash items alone were 
more than double total current liabilities of $2,316,334. Due to the 
nature of the business, depreciation charges on equipment are justly 
high and accordingly property values are written down sharply each 
year. This practice takes toll of earnings from year to year, but 
minimizes the effects on earnings of any heavy losses in equipment. 


OUTLOOK: Passenger and freight traffic has been averaging approxi- 
mately 50 per cent higher in each month of this year than a year ago 
and the company still anticipates further increases. Up to the end of 
October the company has flown approximately 200 million passenger 
miles in the ten-month period as compared with approximately 150 
nillion passenger miles in the whole of last year. No drastic revision 
of schedules for the winter season is anticipated. 


MARKET ACTION: United Airline’s 


United Air Market moves in rel. 
ines Average to averages 
‘37 high to '38 low....... 19% decline 64% decline 23% wider 
*38 low to '38 high....... 175% advance 76% advance 130% wider 
*38 high to '39 low....... 43% decline 34% decline 26% %o wider 
'39 low to '39 high....... 110% advance 447) advance 150% wider 


Average volatility on four moves 25% greater on declines but 140% greater on ad- 


vances than the M. W. S. index of 309 common stocks. 
COMMENT: Recent price—I8!/. Air transport companies will prob- 
ably offer better opportunities for appreciation than the manufacturers. 


Long-Term Record 


Operating Net _ . 
Revenues Income Net Per Divi- Price 
Year (millions) (millions) Share* dends — 
a 875 $1.179 $1.13 aS ‘ 
ae 9.748 19 0.18 
a0e8. 63... 7.144 d2.284 d2.19 “6-3 
en 8.741 d .001 Nil sla 133/4- 4h 
ee 9.989 367 d0.26 $0.20 22 -13 
oe 9.463 d .754 d0.52 rand 2434- 5% 
aa 9.925 d .997 d0.66 1334- 5 
ae 2.287 322 0.21 161/- Th 
1940 (1st half) 7.325 a, 0.19 %233/4-12 
1939 (isthalf) 5.323 d .203 d0.14 5 siecceaean 
x—To date. *—Not adjusted. d—Deficit. 
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The Personal Service Department of Tue MaGazine or WALL Street will 
auswer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


, Give all necessary facts, but be brief. 


2, Confine your requests to three listed securities. 


w 


envelope. 


ae 


No inquiry will be answered which does not enclose stamped, self-addressed 


If not now a paid subscriber use coupon elsewhere in this issue and send check 


at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Loew's, Inc. 


Is a further decline in Loew’s to be ex- 
nected over the balance of this year? Or do 
you believe that current economies in studio 
and production costs effected during the fall 
and winter peak box office season, should be 
reflected in improved earnings and a stronger 
narket position for this stock? Can show- 
ings of “Gone With the Wind” still be re- 
garded as an important source of earnings? 
Are any of the company’s current productions 
attaining comparable “hit” proportions? To 
what extent have the company’s British film 
rentals fallen off during recent London black- 
outs? I have 50 shares purchased at 43% 
and wonder if sale of my shares at their pres- 
mt price would not be advisable—T. U.S 
Omaha, Neb. 


” 


Loew’s, Inc., one of the leading 
factors in the industry, is a com- 
jletely integrated unit operating as 
a producer, distributor and exhibitor 
fall types of motion pictures. The 
chain of company-owned theatres 
tre largely confined to Eastern in- 
dustrial centers. Foreign revenues 
lormally account for about one- 
third of film rentals. A goodly por- 
tion of this income has been lost for 
the duration but the worst may be 
jast history and further declines 
tay be avoided. Profits depend 
hrgely on the management’s ability 
to judge the drawing power of its 
pictures and on levels of national 
ittcome. Liquid resources are large 
iid at last accounts the company 
had 1,665,713 common shares, 136,- 
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722 614% preferred shares and a 
funded debt of $32,995,638 outstand- 
ing in the hands of the public. 
Substantial minimum earning 
power has been shown with net in 
the fiscal year ended August 31, 
1939, being equal to $5.37 a share. 
Profits in the term recently com- 
pleted are thought to have been 
modestly under the above figure, 
$4.39 a share being reported for the 
forty weeks ended June 6. Consid- 
erable revenues are still being re- 
ceived from Gone With the Wind, 
which has yet to show at many of 
the small theatres. We know of no 
hit comparable to the foregoing pic- 
ture in production or being exhib- 
ited at this time. There are no re- 
cent figures available as to the trend 
of English revenues. New markets, 
particularly in South America are 
being exploited while at home, in- 
creased payrolls and employment 
will be of aid to revenues. Studio 
economies have been instituted and 
sume betterment in net returns is 
anticipated over coming months in 
spite of higher taxes and restricted 
foreign returns. Dividends will like- 


Onauine 


levels. 


ly remain around present 
The shares are reasonably priced in 
relation to past and early prospec- 
tive earnings and we would advise 


retention for the income afforded 
and possible longer term appre- 
ciation. 





American Type Founders Co. 


I am very much concerned about the loss 
shown for American Type Founders for the 
fizst six months of this year. I bought 200 
shares of this stock at 7% last year and am 
now dubious about the advisability of retain- 
ing this investment. What do you know of 
the contract the company is reported to have 
received for ordnance material? What should 
it mean to earnings? How do you account 
for additions at this time to the company’s 
Elizabeth plant in the face of earnings de- 
cline? Are the longer term prospects brighter? 
Do advertising appropriations for 1941 indi- 
cate greater printing volume next year? I 
will be grateful for your appraisal of the earn- 
ings and price appreciation possibilities for 
American Type—E. Z., Dallas, Texas. 


American Type Founders Co., 
Inc., is a long-established distribu- 
tor of machinery and supplies em- 
ployed in the printing trade. Under 
normal conditions, hand type presses 
account for about 25% of total vol- 
ume, other supplies and machinery 
25% with the remainder being prod- 
ucts distributed for others. In re- 
cent years, export sales were only 
8% of the total. Substantial con- 
tracts for ordnance materiels have 
been received and additional busi- 
ness of this type is possible. A strong 
financial position is maintained and 
the capital structure consists of 
568,096 capital shares, notes payable 
of $300,000 and a funded debt of 
$938,500. 

Results in the year ended March 
31, last, were equal to 16 cents a 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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share in contrast to a loss of 40 
cents a share the year before. Al- 
though the September quarter was 
better than a year ago, a loss of 
about 1% cent a share was incurred 
in the six months ended September 
30 as against a profit of 3 cents a 
share the year before. There is a 
large potential demand for the com- 
pany’s products. The high level of 
industrial production and increased 
advertising budgets for 1941 may 
result in improved sales and addi- 
tional benefits may be derived from 
armament orders in the future. Plant 
capacity has been enlarged to take 
care of the Government business re- 
ceived and this will likely stimulate 
earnings to some extent over the 
stretch ahead. Although no substan- 
tial profits betterment is anticipated, 
fair-sized gains may be recorded dur- 
ing the remainder of the fiscal term. 
Dividend payments do not appear 
to be in early prospect. We are of 
the opinion that long term holdings 
need not be disturbed at this time. 





International Nickel of Canada 


Do your analysts believe that International 
Nickel at its present price has fully dis- 
counted the effects of charge-offs for losses 
in Continental Europe and paring of income 
this company may suffer under U. S. excess 
profits taxes and Canadian taxes? I would 
appreciate your advice on the advisability of 
retaining my 80-share investment made at 
35%. Do you feel that from now on this 
stock should begin to move in line with its 
mounting sales volume in the U. S.? In your 
reply please tell me definitely whether to sell 
or hold—also give me some definite idea of 
the extent of the company’s vulnerability un- 
der the Excess Profits Tax Law.—E. S. P., 
Tuxedo, N. Y. 


International Nickel Co. of Can- 
ada is the world’s largest producer 
of nickel and platinum as well as an 
important seller of copper. Earn- 
ings depend however on nickel sales 
which generally account for about 
60% of the total value of metal out- 
put. A progressive management is 
in charge and new sales outlets are 
constantly being found for the metal, 
prices for which have been rather 
stable for a number of years. Finan- 
cial resources are large and 276,251 
preferred shares and 14,578,169 com- 
mon shares are the sole capital obli- 
gations. 

With one exception, operations 
have been profitable in all recent 
years. Net income in the nine 
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months ended September 30, last, 
was equal to $1.71 a share as against 
¢1.72 a share the year before. The 
market for nickel is cunfined at this 
time to the United States and the 
British Empire. With demand at 
both sources remaining high, capac- 
ity operations would seem assured 
for some time. Copper is sold at a 
fixed price in Canada and Great 
Britain. Taxes in Great Britain, 
Canada and the United States are 
sharply higher, the total for the nine 
months being equivalent to $1.07 a 
share as compared with only 51 cents 
a share in the first nine months of 
1939. Some narrowing of profit mar- 
gins may be seen but earnings should 
remain fairly substantial for the 
duration of the war. Assuming no 
change in present exchange restric- 
tions, the current $2 annual divi- 
dend, payable in United States 
funds, should continue. Additional 
exchange and dividend restrictions 
may ultimately affect dividend in- 
come but present prices appear to 
give considerable recognition to 
these uncertainties and in view of 
the growth prospects of the com- 
pany, we would advise continued re- 
tention by those willing to exercise 
a degree of patience. 





Endicott Johnson Corp. 


I paid 51% for 50 shares of Endicott John- 
son—held on despite its tailspin to 32%. I 
was ready to sell at 46 this year but thought 
I'd wait to get my money back. Now that 
my investment stands at 39 I want facts that 
would give me sound justification to sell or 
hold. In this connection, please tell me how 
the Endicott Johnson earnings outlook ap- 
pears now for all shoe divisions. To what 
extent is the “Czecho-American” Bata Com- 
pany cutting in on Endicott Johnson’s mar- 
kets? Has Endicott Johnson received any 
Army shoe orders to date? Do you suppose 
the company will lose more of a market than 
it gains as a result of conscription? I will be 


giateful for all data—T. C., Baltimore, Md. 


Operations of Endicott Johnson 
Corp., second largest factor in the 
shoe manufacturing industry, ex- 
tends from the production of leather 
and accessories to the manufacture 
of all types of medium and low- 
priced footwear. Distribution is ef- 
fected through jobbers, chain stores, 
mail-order houses, $0,000 retail 
stores and 500 company-owned out- 
lets. Men’s work shoes account for 
about 40% of output, men’s dress 
shoes 12%, women’s shoes 27% and 





children’s shoes the remainder. Upp. 
sumer purchasing power is the prin. 
cipal determinant of sales and a 
important factor in earnings, by 
since the company must carry larg 
stocks of leather, fluctuating invep. 
tories accentuate per-share results, 
Finances are satisfactory and capi. 
talization is quite simple in that the 
405,300 common shares are preceded 
in the capital structure by onl 
73,060 shares of $5 preferred stock. 

Operations have remained profit. 
able throughout the trying depres. 
sion years and net income in the fis. 
cal year to end November 30, nett, 
is expected to be fairly close to the 
$3.07 a share earned the year previ- 
ous. Sales are likely to be favorably 
affected by the increase in payrolls 
and employment. Furthermore, som 
benefit may be derived from increas. 
ing exports and additional Goven- 
ment business. Competition from 
the Bata Company is not as yet par. 
ticularly severe and no great loss in 
sales is anticipated because of con- 
scription. Sales and earnings ar 
not broken down as to individual 
products and outlets. Taxes ar 
higher and operating costs have in- 
creased somewhat but profit margin 
are thought to have been relatively 
well maintained and regular div: 
dend payments may continue. The 
shares appear rather limited in thei 
appreciation possibilities but may be 
retained at this time for the specv- 
lative income obtainable. 








American Machine & Metals, Inc. 


Would you suggest additional purchases of 
American Machine & Metals at market as 
good buy for appreciation? I have 150 shart 
bought at 5 last year. Are earnings runnin 
ahead of the 11 cents per share reported i 
June? To what extent is the U. S. Gover 
ment buying the company’s manganese pr 
duction for defense purposes? How large at 
the resources of the company’s Montaw 
mine? Do order backlogs exist now—hot 
large? Are sales of the company’s gener 
line of machinery and equipment followin 
the trend of industrial activity? Please ld 
me have your advice at once—G. 0,, St 
Petersburg, Fla. 


American Machine & Metals, Inc 
is engaged in multiple activities, i 
cluding the manufacture of machi 
ery and equipment necessary in thf 
operation of commercial laundrie 
beauty parlors, breweries, automo 
bile service stations, the processilf 

(Please turn to page 230) 
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With bituminous coal, steel and automobile 
production reporting somewhat better-than- BUSINESS CRED IT 
normal seasonal improvement, per capita Busi- Federal Reserve Board 
ness Activity has advanced * another frac- 
tion since our last issue; but is still about two 
points short of the 1937 and 1939 peaks. While 
Industrial Production—as shown by the Fed- 
eral Reserve index, which reached 128 in Octo- 
purchases 4 ber, against 125 during September and 121 DEPOSITS 
oneshatial for October, 1939—is climbing rapidly under 
e 150 share the impetus of foreign and domestic war orders, 
ings runnin general business activity has not yet felt the full 

benefit. This quite orthodox lag is attested to 
by the slower rise in our own index of business 
activity and confirmed by recent figures on 
employment and incomes. 
* * * 


Thus total non-agricultural Employment in 
September was only 3.5% above last year 
(agreeing closely with the rise of 3.6% in this 
publication's index of business activity), despite 
a 7% gain in factory employment and a jump 
of nearly 17% in the durable goods division. 
Employment in the production of non-durable 
goods during September was actually a little 
lower than a year earlier. It is perhaps worth 
noting by way of post-election comment that 
the number employed on Federal relief work P 
in September was 1% below August and 6% JSFMAMI JASON DJ FMAM) JA SOND 
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Latest Previous Last 
Date Month Month Year PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)| Oct. 128 125 121 (Continued from page 223) 
INDEX OF PRODUCTION AND fewer than during the like month of 1939. Ins 
Ue Sept. 94 93 89 comes received by individuals during September, 
ITO SC a eee ee Sept. 95 93 88 however, were 7% above last year, despite a sag 
Durable Goods................| Sept. 91 87 74 of nearly 2% in farm income, including benefit 
Non-durable Goods........... Sept. 97 96 96 payments. 
Primary Distribution............| Sept. 91 90 86 7 oe 
Distribution to Consumers....... Sept. 95 96 93 
Miscellaneous Services......... Sept 1 91 86 On seasonal grounds alone it would be logical 
to expect a mild recession in the adjusted indexes 
WHOLESALE PRICES (h)....... Oct. 78.2 71.8 19.1 during the first quarter of 1941; since seasonal 
eee - 2 adjustment factors normally decline as the fourth 
ne (n. i. cs b.) quarter draws to a close and then rebound during 
—— Pt ee ect, om Lon Sept 135.5 133.5 110.9 the earlier part of the first quarter, thereby pro- 
a NSN Sco eevee sens Sept 164.0 140.0 161.0 ducing just the opposite effects upon seasonally 
MOMS es 2s escorwiee 4c Mewes Sept 128.0 120.0 113.0 adjusted indexes during a period when the abso- 
COST OF LIVING (d) lute — remains virtually stationary. But quite 
reagan Oct. 85.5 85.61 ATE onde © phesnotyann Rare elamenoinag 
aac. | : ‘ uld n e surprising if a lull in inventory 
ans mene | ay a 78.2r 719.7 building following the turn of the year should 
Clothing. } ; oe Fo oe Ae eg na td 4 lead to a temporary dip even in the absolute level 
Fuel and Light.......... Ps ee 85.9 85.3 65.9 of production, despite the heavy backlog of war 
RB os xivccisvaccclsxvaascest: Aa 97.9 97.9 96.8 orders. a) cei) te 
Purchasing value of dollar....... Oct. 117.0 116.8r 116.8 
NATIONAL INCOME (cm)}{..../1st 8 mos. $47,400 _....... $45,000 ——— ~ the — Ren ype 
index, wholesale prices since the outbreak o 
ae — INCOME; war last autumn have risen 43% in England, 41% 
ere aot pisloheloce/piaoib¥ 96 a= Oct. $1,049 $849r $812 in Sweden, 24% in Canada, 23% in Australia, 
ncluding Govt Payments....... | Oct. 1,125 908r 894 15% in the United States, and 10% in Mexico. 
a — 10 Months.......... | Oct. Pte” Selene 6,833 Outside of Europe, however, most of the rise took 
rices eceived by Farmers (ee)..} Oct. 31 99 97 97 p'ace during September and October of last year. 
Prices Paid by Farmers (ee)... .. Oct. 122 122 129 At present writing, wholesale prices in the 
7. Prices Received to Prices United States are a little lower than a year ago; 
Le: eee Oct. 81 80 80 though retail prices are up 2.5% and raw ma- 
FACTORY EMPLOYMENT (f) terial prices average 2.8% higher. Chain store 
“teal llr ~ sine gallate eae Sept. 104.8 99.5 89.8 sales during October were 7.3% above last year, 
AE Rp: OE” aaa Sept. 109.5 1076 1109 with variety stores reporting a gain of 5.1% 
and mail order sales rising 10.5%. Depart- 
FACTORY PAYROLLS (f)..... Sept. 109.4 103.8 93.8 ment store sales in the week ended Nov. 9 
- were 6% larger than a year ago, against a four- 
RETAIL TRADE weube! ont in amy 
gain of only 3%. Store inventories in the 
Department Store Sales (f)...... Oct. 92 99 90 New York area on Nov. 1 were only 4.4% above 
esta — ee haL Sie 0g 120 121 113.3 a year earlier. 
ariety Store Sales (g)......... ct. 123 125 119 a 
Rural Retail Sales (j)........... Sept. 127.8 146 125.4 
Retail Prices (s) as of........... Sept. 93.2 92.9 90.2 While carloadings at presen‘ writing are bare'y 
FOREIGN TRADE on a level with last year, N. O. I. for Class | car- 
Merchandise Exportst.......... Sept. $295 $349 $289 ae the first nine —_ pea “es — 
Cumulative year's totalf to...... Sept. 3,030 2,734 2,185 : Pye nine gee ml 56 in t “ O - 
Merchandise Importst.......... Sept. 195 220 182 te " nse “9 — eae 0 The 
Cumulative year’s totalf to...... Sept. 1,941 1,746 1,621 tar whee Psat napoli a Msi 
RAILROAD EARNINGS months to come; but railroad officials expect 
Total Operating Revenues*®..... 1st9mos.$3,195,855  ...... $2,862,080 fourth quarter earnings to be somewhat lower than 
Total Operating Expenditures®. .|1st9 mos. 2,287,169 —...... 2,141,495 during the closing three months of 1939, owing 
OE ENO ES 1st9mos. 301,447 ...... 265,970 to heavier maintenance expenditures and larger 
Net Rwy. Operating Income*.../1st9mos. 440,434 ...... 335,717 reserves for taxes. Joseph B. Eastman, chairman 
Operating Ratio %............ 1st 9 mos. jf) (ye ee 74.82 of the I. C. C., predicts that the Federal Govern- 
Rate of Return %............5. 1st 9 mos. ror 1.91 ment will eventually have to create a separate 
BUILDING Contract A ds (k) ans $48 $415 $303 permanent agency to co-ordinate transportation. 
ontract Awards (k). ept. 
F. H. A. Mortgages a 
Selected for Appraisalf........ Oct. 116 116 99 
ae a =a Beene ion _ rd ra While engineering construction awards in 
fect iticl Ac N LOA AA Oa = the week ended Nov. 14 were 48% above last 
Building Permits (c) year, bringing the year's cumulative increase to 
SS Qe erese? Oct. $119 $104 $97 | date up to 26.5%, it is well to keep in mind that 
New York Cityf............66- Oct. 18 15 21 a!l of the rise in construction contracts since May 
oT le US Baan seiaac Oct. 137 119 118 has been attributable to national defense. Small 
- - : home building in October, however, was the 
Engineering Contracts (En){..... Oct. $703 $368 $245 heaviest for any like month in a decade. 
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Latest Previous Last 
Date ieath Meath Vee PRESENT POSITION AND OUTLOOK 
STEEL | | - Rb otitis 
ee rs 
Ingot Production in tons*....... | Oct. 6,462 5,895 6,080 Domestic retail sales of automobiles during 
Pig lron Production in tons*®*....| Occ. 4,445 4,173 4,062 - 
Rinnai U & Seal & temn* | Get 1'579 1'393 ’ 4 the first ten days of November were 15% ahead 
bie tae a ‘| 3 G ‘ 1,346 of the like period of last year, against a 42% in- 
AUTOMOBILES crease in October. October sales topped the 
Production previous peak total set in October of 1929 by 
eee | Sept.  205,000(pl) 75,873 188,751 | 20%. As demand usually tapers off during the 
Total 1st 9 Months............ Sept. 302,941,104(pl) ...... 2,459,875 last two months of a year, it seems probable that 
Registrations the sales peak for this autumn was seen during the 
Passenger Cars, U.S. (p)........ 1st 8 mos. 2,341,091... 1,821,043 | Closing ten-day period of October. 
Nrucks UESi()).. 3603 wea ees (1st Smos. 390000 = .nns.:. 337,096 * * + 
PAPER (Newsprint) | ; : ~ 
, Confusion at machine tool plants arising from 
* 
Production, U.S. & Canada* (tons).|; Oct. 429.7 360.2 359.6 uncertainties as to required delivery dates should be 
Shipments, U. S. & Canada* (tons).| Oct. 376.7 361.6 368.6 + oriti 
Mill Stocks, U.S. & Canada* (tons). Oct 199.0 1775 cleared up before long now that a priorities board 
i Seales alti seal seen nie : : 208.5 — has to be appointed for the industry. New orders 
LIQUOR (Whisky) | for paperboard booked during Spetember 
Production, Gals.*.............. | Oct 10,303 6,761 7,084 were 4% lower than for August and only 60% 
Withdrawn, Gals.*.............. Oct. 8,982 6,354 8,534 of the heavy peak volume last year in September. 
Stocks, Gals.*..................| Oct. 476,298 476,980 469.190 — 
GENERAL | 2 : 

Lumber orders booked in October were 
oe —_ (st)....... ao —— 4 — ae 18% above last year and 11% ahead of shipments. 
Ralbuey Reatini Ghded R ) ae cre . : 74. This year's shipments should top 1939 by 8% to 

prvi os y Ds 57 65 10%. October shoe production is expected 
Freiaht Core PART tA T Ripe ae | a. 9.410 164 4 52 to top the like month of 1939 by around 2%, 
ni . 0 es ek Cr eee ng io. ! on — 2 ~ compared with a ten-months’ decrease of 7%. 
rz Henne eae Gn 16.448 14,890 15.384 iy this estimate prove correct, it will mark 
ae ; 4 ‘ ' e first month this year that output was higher 
Bituminous Coal Production * (tons). | et: 38,300 38,650 46,394 . : : 
: | ' D ’ than a year earlier. November production will 
Portland Cement Shipments * (bbls.)} Sept. 14,760 13,952 13,104 shale dudine éamenall 
Commercial Failures (c)........... | Oct. 1111 976 1,934 | ° ” ” 











WEEKLY INDICATORS 


Latest Previous Year 


Date Week Week Ago PRESENT POSITION AND OUTLOOK 





‘M.W.S. INDEX OF BUSINESS = MS: Eprom a 


Though the margin of increase over last year in 


ACTIVITY 1923-25—100...... | Nov. 16 100.6(pl) 100.2 96.9 ss 
electric power output has widened to above 


ELECTRIC POWER OUTPUT 9%, third quarter earnings of the industry were 
REN] St a Dear eee Nov. 16 2,752 2,720 2,514 | about 3% below last year, and fourth quarter com- 
= | parison may be even a little poorer. Higher op- 
































TRANSPORTATION erating costs, depreciation and taxes are eating 
RAN GARINGS NHOlAN 2.50) ook as Nov.16 745,295 778,318 771,404 into peofite. It is needicted thet the home defence 
Grain Oe MEEPS BS ar grr te at ee a rer eer Nov. 16 29,999 33,81 5 36,897 | b id d =e d . f 

plan may be widened to inc'ude construction o 

DS eh ER ES Nov.16 148,453 135,083 151,046 
Saseuk eal N 6 35814 38.7 3 floating power plants, which could be moved by 
ee ree. . SUR anany Oman ov. 1 ’ 199 5,612 water from piace to place to supply shortages that 
Manufacturing & Miscellaneous....; Nov.16 313,094 330,287 316,195 might arise from air raids over the East and West 
L.C. L. Mdse.......-. ee eal Nov. 16 150,273 156,337 158,028 | coasts or Great Lakes region. The Public Service 

STEEL PRICES | Co. of New Hampshire has had one in service 
Pig Iron $ per ton (m)............ | Nov.19 22.61 22.61 22.61 | since 1930. oe 
Scrap S per ton (m).........5-.60: | Nov. 19 20.92 20.75 19.58 | ’ ' ? 
Finished c per Ib. (m)............ Nov. 19 2.261 2.261 2.236 | The steel operating rate continues to rise 

slowly under pressure of ever mounting orders. 

STEEL OPERATIONS Delivery times are lengthening and, while no seri- 
% of Capacity week ended (m)....} Nov. 21 97 96 93.5 ous congestion is expected this winter, a priorities 

board has been appointed for the industry to assure 
ee GOODS ACTIVITY an orderly division of allotments between arma- 
(m) WWEGKICNOCE 5 oe sc evees 6 Nov. 16 122.8 118.2 99.9 ment and commercial steel. Third quarter earnings 

PETROLEUM of the industry were nearly 21 times as large as 

Average Daily Production bbls.*..| Nov. 16 3,577 3,584 3,592 for the like period of 1939. 
Crude Runs to Stills Avge. bbls.*..| Nov. 16 3,540 3,510 3,497 ee: 
Total Gasoline Stocks bbls.*...... | Nov. 16 80,063 79,847 75,170 Dr. Robert E. Wilson, Defense Commission 
Fuel Oil Stocks, bbls.¥*........... | Nov. 16 107,151 107,687 112,054 petroleum expert, looks for a record demand 
Crude—Mid-Cont. $ per bbl....... | Nov. 23 1.02 1.02 1.02 for petroleum products after next spring, and urges 
Crude—Pennsylvania $ per bbl....| Nov. 23 1.48 1.48 1.88 the industry to enlarge its refining and storage 
Gasoline—Refinery $ per gal...... | Nov. 23 051% 051% .06Yg| capacity. 

\ 

















t—Millions. *—Thousands. (a)—Revised Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%— 
estimated long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923— 
100. (e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)}—Engineering News-Record. (f}—1923-25— 
100. (g)—Chain Store Age 1929-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp., 
(m)—Iron Age. (n)—1926—100. (n. i. c. b.)}—Nat. Ind. Conf. Bd. 1936—100. (p)—Polk estimates. (pc)—Per cent of capacity. (pl)— 

















Preliminary. (r)—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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The past fortnight brought no further extension of the rise 
in the general level of commodity prices which began shortly 
after the elections. In fact, prices of some specific raw 
materials turned reactionary, A esnase declines were not of 
sufficient proportions to give indication of any sustained re- 
versal of the an term upward trend. One of the features 
of the futures markets is the lack of speculative participation. 
Obviously, traders are influenced to a greater extent by the 
threat of price control measures than they are by the rising 


Trend of Commodities 


tide of demand and consumption under the impetus of the 
defense program. Thus far efforts toward price control have 
been in the somewhat negative form of warnings against 
unwarranted price increases and the implied intentions of the 
government to accumulate supplies of such basic commodities 
as copper and steel scrap, presumably to guard against 
sudden shortages. There is no certainty that the future course 
of events may not make it necessary for the Defense Com. 
mission to take more positive action. 








| 
WHOLESALE PRICES 
LONG | 


TERM TREND 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
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High Low 15 Nov. 22 
28 Pasic Commocities....... 124.2 105.6 117.5 117.3 Domestic Agricultural... .. . 123.8 111.4 122.5 122.5 
Import Commodities........ 132.9 104.7 118.8 117.5 Foodstuffs................ 120.0 100.5 111.5 111.7 
Domestic Commodities. .... 118.7 105.5 116.6 117.2 Raw Industrial............. 128.4 101.3 122.1 121.6 
SOT 
icin eine “dee PRESENT POSITION AND OUTLOOK 
Cotton. New peaks in cotton prices were 
ge eecl par poend, closing reached at the beginning of last week before a 
December........ eee Nov.23 10.17 9.90 g.59 | bearish note was produced by the statement of 
re a i Sf pa RAMEN 5 las: 93 10.1 5 9.91 9.78 Secretary of Agriculture Wickard that pyramiding 
RE ee es a calg e Nov.23 10.38 10.23 10.05 of loan stocks could, if continued, break down the 
he felines 000's) , ' : cotton loan program and that losses to Govern- 
atone Eee Oct. 711 699 687 ment and farmers could be great. However, fol- 
Exports, wk. end AB vats ee Nov. 23 6 17 171 lowing the Thanksgiving holiday prices rebounded 
Total Exports, season Aug. 1 to....| Nov. 23 403 397 2,165 — The C ps —. op oa 
Government Crop Est............ Nov. 1 12,847 12,741 11,817 (ac) 5) that cotton under loan totalled 1,921, 
Active Spindles (000's).......... Oct. 22,457 22,278 22,667 —_— tah ee 
WHEAT Wheat. The November 1s* crop estimate 
Price cents per bu. Chi. closing remained unchanged from the October figure. 
OS ee ean eee Nov. 23 8814 8814 8814 | Wheat under loan on November 12th amounted 
a ae aes ae eer rcgete ey Nov. 23 873 873 8534 | to 250,498,724 bushels according to the CCC. 
Exports bu. (000's) since July 1 to.| Nov.16 40,508 37,743 45,276 A year ago wheat under loan was 155,088,060 
Exports bu. (000’s) wk. end....... Nov. 16 2,765 2,188 2,411 bushels. 
Visible Supply bu. (000's) as of...} Nov.16 161,980 163,614 129,981 St) por ee 
Gov't Crop Est. bu. (000’s).......] Nov. 1 792,332 792,332 754,971(ac) Gorm. The Depaswent of Aciculture en 
CORN nounced last week that the Government corn loan 
Riieb conte one tet: Chi: clade for 1940 crop would be 61 cents. Producers 
sina hed acs 3 Nov. 23 623, 6214 50%, will have ten months until next September to de- 
ivioy j Seay NP SGA coe billew. 93 6254 6356 59% termine whether to accept the loan or not instead 
Exports bu. (000's) since July 1 to.| Nov.16 18,333 ch eee of oe! 0 seers — tf The = 
Visible Supply bu. (000's) as of...} Nov.16 56,531 55,020 33,613 poser sects a ccueie tae a 
Gov't Crop Est. bu. (000's).......] Nov. 1 2,433,523 2,352,185 2,619,317(ac) incall anne thee Chdalens tah eatinale. aia 

















226 


THE MAGAZINE OF WALL STREET 









Tire 
Tire 
Tire 


(oc 
Pric 
Ar 


COFI 
Pric 
Imp 


SUG. 


Pric 


cc 
ji ba ee ee 


refinec 


———— 








OVE 









_ of the 
ol have 
against 
s of the 
nodities 
against 
> course 
e Com. 











were 
fore a 
ent of 
niding 
wn the 
overn- 
r, fol- 
unded 
ember 
1,514 


timate 
figure. 
unted 
mie C, 
8 060 


e@ an- 
n loan 
ducers 
to de- 
astead 
2 loan 

The 
0,000 












TREET 
















































































Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
COPPER " 
i t i. 

ona Nov. 93 12 ‘a _— Copper. The October figure of domestic 

Foes f. 2 —a— Nov. 93 10-11 10-11 13.00 deliveries was a new high since the Copper Insti- 

Behined Prod. Dicntaatte®. ee ats Oct. 83,076 82 843 NLA tute first published monthly data. There is a 

| Refined Del. —— Oct 103.771 96.485 ae: possibility that the United States buying of Chile 
Refined Stocks, Domestic*........ Oct 164,618 185,31 : eee —" to build up war stocks may reach 25,000 
Copper Sales, Domestic*......... Oct. 125,486 255,331... iin ar | 

he ib Ney 7 Tin. British Malaya accounted for 78.8% | 

| Price cents per lb., N. Y..........] Nov. 23 503 501 1 ee Lee | 

Tin Plate, price $ per box......... bas 93 Py a i. <7 the United States tin imports in the first 9 months 
World Visible Supplyt as of...... Oct. 31 34,236 34,577 38,9206 | % 1940. | 
U.S. Deliveriest............000. Oct. 11,820 11,410 6,040 a ee 
U.S. Visible Supplyf as of ....... Oct. 31 28,851 29,816 23,886 Lead. Th th P die 

ead. e seventh consecutive month in the 

LEAD decline of lead stocks was reported by the Ameri- 
Price cents per Ib., N. Y.......... Nov. 23 5.80-5.90 5.80-5.90 5.50 | can Bureau of Metal Statistics last week with the | 
U.S. Production*............... Oct 56,600 51,441 42,563 | figure of 35,386 tons at the end of October. This | 
U.S. Shipments*................ | Oct 62,496 53,456 66,060 represents a new low equal to only two weeks’ 
Stocks (tons) U. S., as of......... Oct. 31 35,386 41,292 73,963 | supply. 

« . 7 

ZINC 
Price cents per Ib., St. Louis....... Nov. 23 7.25 7.25 6.50 Silk. Mill takings of 39,877 bales of raw silk 
U.S. Production*............... Oct 56,422 53,119 50,117 | in America during October were the highest 
eS: SNIDINIGHIE® «oso 5 26 cos vs css Oct 64,787 66,824 73,327 since a year ago. 

BIDCKSIU, 8, OS OR 65 65.55 ocd sss Oct. 31 22,600 30,965 72,405 ‘+ * * 

SILK Wool. Around 25 per cent of woolen goods 
Price $ per Ib., Japan xx crack..... Nov. 23 2.57 2.581% 337 sales in September were accounted for by the 
Mill Dels. U. S. (bales)........... Oct. 31 39,877 28,828 41,858 orders for military goods 
Visible Stocks N. Y. (bales) as of..| Oct. 31 48,297 44,454 35,935 

_ eo | + * * 

RAYON (Yarn) 

Mee CONE OEE IDs. a6 56 oo i as ce | Nov. 23 53 53 53 | Hides. Exports of cattle hides and kips from 
Consumption (a)................. | Oct. 36.9 30.9 34.8 | the Argentine during September totalled 271,000 
Stocks as of (a)..............002 | Oct 6.8 8.4 13.0 pieces of which 191,000 were shipped to the 

nee ee ________| United States. In the nine months of this year 

WOOL | | the United States and Canada took 32 per cent of 
Price cents per Ib. raw, fine Bost.. Nov. 23 1.08 1.08 1.04 the exports. 

Consumption, period ending (a)... | Sept. 30 28,608 24,799 25,008 | - E.'s 

HIDES | SOs Rubber. Crude rubber consumption during 
Price cents per Ib. No. 1 Packer.../ Nov. 23 14.00 14.50 14.00 the last 10 months has been at record levels with | 
Vaible hong (00's) as of Bis cans Sept 30 12,569 12,566 12,653 | pat the — ve month Pie — | 

o. of Mos. Supply as of......... ept. 30 7.3 Lie’ 6.5 | »tocks have increased only because of exception- | 
Boot and Shoe Production, Prs.*...| Oct. 37,300 34,581 37,273 | pn Py — — es = - | 

= ubber Regulation Committee in London wi 

RUBBER increase export quotas to between 95 and 100 
price cents per ID... 562.666. eens Nov. 23 St.13 21.25 20.50 | per cent at its next meeting. The present quota 
MND OMET Or Gi fic ciiicicet occees Oct. 74,696 78,792 45,628 | is 90 per cent. 
wre ey JESS aa ae rere Oct. 56,477 50,206 55,764 | sy) 

CU Be Cl Oct. 259,140 241,358 119,404 on 
Tire Production (000’s)........... Sept 4,417 4,621 5,076 | Cocoa. Possibility of a quota system as soon | 
Tire Shipments (000's)............ Sept 4,512 4,174 5.658 | as the coffee problem is out of the way may be 
Tire Inventory (000's) as of........ Sep: 9,886 9,732 8,080 | considered by the Inter-American Committee. 

wearin | There is even a further possibility of such a quota 

(OCOA | being extended to the producing countries of the 
Price cents per Ib., Dec.......... | Nov. 23 4.72 4.72 5.24 | Western Africa coast. Brazil reports that a scarcity 
Arrivals (bags 000's)............. | Oct. 402 534 2 | SE eG SI et 
Warehouse Stocks (bags 000's)....| Nov.22 1,286 1,296 1,046 | difficult. 

i. ail © * * 

(COFFEE | ten: 

Price cents per Ib. (c)............ Nov. 23 7-1%4 1, 7/9) Sugar. October sugar deliveries, announced 
Imports, season to (bags 000's)..... | Oct. 31 4,215 3,219 4,255 | by the A gs . —_— yoga 
U. S. Visible Supply (bags 000's)..) Nov. 1 1,694 1,488 1,977 | hie te pat pss cng itt 

SUGAR | tration may ask the next session of Congress to 
Price cents per Ib. | extend the sugar control program for five years as 

es dy cia d Nov.23 2.85 2.90 3,00 | against the present one year basis, and to revise 

Refined (Immediate Shipment)...| Nov. 23 4.25 4.45 4.80 | restrictions to- allow larger supplies of refined 
U. S. Deliveries (000’s)*......... l1st10 mos. 5,675  ...... 5,929 | from Puerto Rico and Hawaii. 

U.S. Stocks (000's)* as of (rr)..... | Oct. 31 675 810 696 | 

t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)—Preliminary. (rr)—Raw and 


fined. *—Thousands. 


Pee 


N.A.—Not available. 
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Latest Previous Year 
Date Week Wk. or Month Ago COMMENT 
ag eg rt RATES 
ime Money (60-90 days)........ ; 1 1 
Prime ee “ite . ORNS ae ; iy Bh Rh After showing gains for ten consecutive weeks 
| ao Nov. 23 1% 1% : 1% commercial borrowings of New York City banks 
Re-discount Rate, N. Y........... Nov. 23 1% 1% 1% showed a decline in the most recent weekly 
CREDIT (millions of $) ‘ ” report. True, the decline aggregated only 
Bank Clearings (outside N. Y.)..... Nov. 9 2.731 9.988 2.040 $1,000,000. But it seems significant that there 
Cumulative year's total to......... Oct. 31 129,989 Been 112,526 should be any decline at all at a time when in. 
Bank Clearings, N. Y............. Nov. 9 3.051 3 646 1917 dustry is girding to meet the demands of national 
Cumulative year's total to......... | Oct. 31 130,268 j : 136,995 defense. Quite possibly, however, the defense 
F. R. Member Banks Cee Ne : program may continue with increasing vigor, | 
Loans and Investments.......... Nov.13 24871 24.799 93.014 without finding corresponding reflection in the | 
Commercial, Agr., Ind. Loans. ..| Nov. 13 4,895 4,897 4.362 volume of commercial bank borrowings. Last | 
Brokers Loans................. Nov. 13 "459 "450 588 week the R. F. C. announced that it was prepared | 
Invest. in U. S. Gov'ts.......... Nov. 13 9,476 9.410 8.795 to furnish funds for preferred defense loans at the 
Invest. in Gov't Gtd. Securities...) Nov. 13 2,104 2.698 9402 rate of 11% per cent, while the top rate of interest 
Other Securities............... Nov. 13 3.605 3.613 3338 on other loans would not exceed 4 per cent. In 
Demand Deposits.............. Nov.13 21 81 8 21 599 18.604 the face of this competition from the government's 
Time Deposits................. Nov.13 5,383 5/383 5.956 | leading lending agency, it is only too apparent 
New York City Member Banks : ’ . that commercial banks may be hard pressed to 
Total Loans and Invest..........| Nov. 20 9.853 9.799 8.930 participate profitably in the defense program. 
Comm'l, Ind. and Agr. Loans....! Nov. 20 1.865 1.866 1.710 Previously the government had, through the med- 
BiGKOTS BEOBIS is 9ieocis ooo ono ke Nov. 20 ‘304 ‘390 ‘494 ium of Jesse H. Jones, expressed the desire that 
Invest. U. S. Gov'ts............ Nov. 20 4,060 3.990 3.597 private banks should be prepared to handle the 
Invest. in Gov't Gtd. Securities...) Nov. 20 1,521 11597 1.206 bulk of defense financing. This expression, to 
Other Securities............... Nov. 20 1,313 1.394 1.194 say the least, is hardly consistent with official 
Demand Deposits.............. Nov. 20 10,058 9.951 8 458 efforts to force interest rates to historical lows. 
Time Deposits................ | Nov.20 718 721 667 
Federal Reserve Banks en 
Member Bank Reserve Balance.... Nov.20 14,127 14,052 11,619 
re tee e eee | ae 20 8,436 8,395 7,434 Despite the decline in loans, to commerce, in- 
Se Oe | a 20 21,716 21,637 17,257 dustry and agriculture, total loans and investments 
| | y C CY eee cece eee eee | oso. 20 3,066 3,062 2,942 of New York City Member Banks set a new 
| beng BB hk ecictavteaSicers | Nov.20 2,188 2,211 2,357 high in the latest week. With the addition of 
SEESS OMTIVES. « » +o oer ese | Nov. 20 6,800 6,800 5,170 $60,000,000, holdings of government bonds of 
NEW FINANCING (millions of $) | these banks recorded the largest gain since late 
CATS NT La RRR ie | Oct. 345.3 130.5 175.5 last July, and brought the total to a new high. 
Mew (Cabital. «<seccc csc osaces | Oct. 413 68.0 18.2 Demand deposits also made a new high at 
Refunding.................... | Oct. 392.6 62.5 157.3 | 310058000000. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX | 
1940 Indexes | | 1940 Indexes 
No. of — | i 
Issues (1925 Close—100) High Low Nov. 16 Nov. 23 | (Nov. 14, 1936 Close—100) High Low Nov. 16 Nov. 23 
309 COMBINED AVERAGE.. 67.1 45.3 57.7 56:2 || 100 HIGH PRICED STOCKS... 68.30 49.40 60.48 59.28 
| 100 LOW PRICED STOCKS.... 58.80 36.43 49.27 47.16 
5 Agricultural Implements.... 103.6 63.6 91.8 90.1 | | DoMaili@ider......c.02h...0. GRO “63:8 16:2 72.6 
6 Amusements.............. 28.8 15.8 20.8 21.2 | 4 Meat Packing............. 70.0 41.5 506 47.9 
15 Automobile Accessories... 98.8 65.5 942 93.0 | | 13 Metals, non-Ferrous........ 159.0 106.7 149.9 142.0 
12 Automobiles............. 12.0 Td 10.8 10.5 BMAD ON epee ocsss pets Steen 19.4 11.8 15.1 15.3 
1z Aviation (1927 Cl.—100).. 235.5 151.8 195.5 191.6 DOP PTONCUIN x/o8o.5 5586s ea oe ee 86.7 63.1 74.1 Bs a 
3 Baking (1926 Cl—100).... 12:3 7.9 9.0 8.6 18 Public Utilities............ 57.6 30:1 39.7 39.1 
3 Business Machines......... 117.3 15.1 954 89:8 3 Radio (1927 Cl—100).... 12.9 A “A538 “TOs 
9 Chemicals Sasa htahcinancte ves 194.1 4205 15610 52:9 9 Railroad Equipment........ 53.2 34.3 47.3 45.8 
20 Construction.............. 33.6 19.4 282 27.6 Je) 1 [rec a 13.6 ge: 9.1 8.8 
eh a 251.1 168.6 202.7 195.0 DROME icc ciesisaineGn ve ee 2.7 alee" 2.0 1.8 
9 Copper WAGE os Sees 103.6 64.4 93.1 89.3 O ShipOulding.... 6.005 0.0. 11834 97355 10210 101.7 
2 Dairy Products............ 33.6 24.7 27.2 26.6 TAGStCCIIB MOR css ie cs 6 91.8 596 85.2 83.4 
7 Department Stores......... 20.9 138 19.7 19.4 2) ESSER anon Rn Okc Baten ae ay Js | fee He 2 |: He SO 
6 Drugs & Toilet Articles..... 58.4 36.1 406 38.2 ORS PMU a2. sci sGoisinee sais, ee nike 181.8 135.4 180.9 181.8R 
2 Finance Companies........ 272.1 164.3 194.6 189.5 3 Telephone & Telegraph..... 475 305 35.6 34.3 
Cle): 117.8 78.4 86.1 83.9 7 SSS Oe ae eee Cas cen eee 57.3 362 51.0 49:8 
3 Food EES Ss So ix ctce 56.1 37.7 448 44.6 4 Tires & Rubber............ 15:3 SA 11:4 1153 
4 Furniture. Leet e teen eee e ees 56.9 32.6 43.4 42.3 MD BCED i ice ack 60s 90.2 72.5 174.1 72.5% 
3 Gold Mining............. 968.7 551.4 757.7 731.6 MACH <0 roe eons 43.5 32.7 42.5 42.8 
6 Investment DRESS .tecivexn 24:5. 15.55 198 18:7 4 Variety Stores............ 248.3 177.2 222.6 216.3 
3 Liquor (1932 Cl—100).... 164.2 109.1 143.7 144.9 20 Unclassified (1939 Close— 
oo DP VIB CINIBIN «5-550 5.550.654 ona 116.2 81.0 111.3 106.2 | oC) AREER ere Re one eter 103.9 67.3 84.6 809 
R—New HIGH since 1934. x—New LOW this year. 
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% Points Loss in 7 Securities 
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The Reeord 


7 securities in our Longer 
Term Programs Closed Out in 
November with 4914 Points 
Profit . . . Only 5% Points 
Loss. Commitments carried 
four months on an average. 


Amer. Woolen, pf...... 12% 
Armour Ill, pr. pf...... 1% 
Int'l. Paper, pf........ 10% 
N.Y.C. 4%s of 2013A.. 43% 


Pere Marquette 4%s of ’80 154 
So. Railway Gen. 4’s of °56 —% 
Rep. Steel, ev. pf. 194% 


eeeeee 


We always advise definitely 
what and when to buy and 
when to sell .. . keeping all 
recommendations under our 
The 
above prices were arrived at 
by checking sales for four 
days after our bulletins were 
mailed. We do not know of 
any other organization that 
keeps a more accurate check 


continuous supervision. 


of prices at which commit- 
ments may be executed. 








Free Air Mail Service 


(] Check here if you wish Air 
Mail and it will expedite Deliv- 
ery of our Weekly and Special 
Bulletins. 
vided FREE in such cases in 
United States and Canada. 


This service is pro- 


" 





1 — profits were made available on 7 securities in our Longer Term 


Recommendations closed out during November. Four were included 
in our Investment Securities for Income and Price Appreciation; three in our 
Speculative Securities for Price Appreciation. 


You may readily follow these programs by mail through our 8-page bulletin 
issued every Tuesday and through Special Editions issued as necessary. They 
consist of common stocks, preferred stocks and bonds as conditions warrant. 


In either program . . . followed according to your wishes, capital and ob- 
jectives . . . a maximum of 10 securities is carried . . . the number being 
determined by the outlook and trend of the market. We advise what and 
when to buy and when to sell. 


Short Term Programs Also Provided 


Recommendations for near-term profit possibilities are made in our Trad- 
ing Advices, Bargain Indicator and Unusual Opportunities. In the begin- 
ning, you may concentrate in one or all of these active programs by tele- 
graph and by mail. 
creating a backlog of securities for income and capital growth possibilities. 


Our primary purpose, however, is to counsel you in 


THE FORECAST furnishes a complete, definite and well-balanced security 
advisory service in specialized programs with a background of 23 years 
It is particularly suitable to today's va- 
in the 


experience in all types of markets. 
riable market conditions . . . in the timing of your commitments .. . 
selection of securities . . . over the short term and the longer term. 

Have THE Forecast at your disposal by mailing the coupon below today 
receiving FREE Service to January |, 1941. You will be advised immediate- 


ly on your present holdings . . . what action to take in this market phase. 











90 BROAD STREET 


I enclose a $75 to cover a six months’ test subseription; (] $125 to cover a full year’s subscrip- 
tion to T 


January 1, 1941. 
plete service by mail. 


Send 


our Private Code after our Code Book has bad time to reach you.) 


Oo UNUSUAL Low-priced Common Stocks for Market Appreciation. One or two 
wires a month, on average. Maximum of five stocks carried. $1,000 
OPPORTUNITIES capital sufficient to buy 10 shares of all advices. 


FREE SERVICE TO JANUARY |, 1941 








; 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


Cable Address: Tickerpub NEW YORK, N. Y. 


e Investment and Business Forecast with service starting at once but dating from 
I understand that regardless of the telegrams I select, I will receive the com- 


me collect telegrams on all recommendations checked below. (Wires will be sent you in 


Active Common Stocks for Short Term Profit. One or two wires 


NOVEMBER 30, 1940 


We serve only in an advisory 
capacity, handle no funds or se- 
curities and have no_ financial 
interest in any issue or broker- 
age house. Our sole objective is 
the growth of your capital and 
income through counsel to min- 
imize losses and secure profits. 








oO TRADING 


a month, on average. Maximum of five stocks carried. $2,000 capi- 


ADVICES tal sufficient to buy 10 shares of all recommendations. 
Dividend-paying Common Stocks for Profit and Income. One or 
0 BARGAIN two wires a month, on average. Maximum of five stocks carried. 
INDICATOR $2,000 capital sufficient to buy 10 shares of all advices. 
DE OAR G CR REe EE OEOR ONS REMEEEE ROR Gba ch Mabaneke Cee GP I oc ccccccceececes 
PREECE CCE TROT CT TE UETTORTE RECT CURT CE COC CET CCE CT CLeTee 
Ca carer ce Mee dane cca abace wales ste nela keane ee ta Do CEE LOE ECE OCT ECL CL 11-30 


Continuous Consultation. Submit Your Securities for Our New War Economy Analysis. 























Security Selection Today 





(Continued from page 203) 


Dow-Jones industrials at their highs 
in 1916. (The United States was 
not then in the war either.) 

Varied and many, as well as com- 
plex, as are the factors which deter- 
mine price-earnings ratios, it may 
nevertheless be accepted as a pretty 
general conclusion that the market 
in the months ahead will tend to 
place a much smaller premium on 
the so-called blue chip issues and 
stockholders should not be surprised 
if reports of soaring orders and rec- 
ord earnings, particularly in the case 
of companies now in the van of the 
defense program, are treated with 
considerable conservatism, if not ac- 
tual skepticism, by the market. In 
so doing, the market, which reflects 
the opinion of the majority of inves- 
tors everywhere, logically recognizes 
such facts that record earnings bred 
of war and armament building are 
transient, that they have scant bear- 
ing on peace-time results, and the 
likelihood is that an increasingly 
larger share of corporate earnings 
will be subject to recapture by the 
Government through taxation. 

The fact, however, that a period 
of lower price-earnings ratios is defi- 
nitely indicated, does not necessarily 
mean higher earnings will go unno- 
ticed marketwise, or that dividends 
will be restricted. The shares of 
companies reporting sizable earn- 
ings gains could show substantial en- 
hancement in value, while continu- 
ing to conform to a lower ratio of 
price and earnings. The degree of 
enhancement in terms of actual dol- 
lars and cents or percentages will 
merely be less than would be the 
case under more normal conditions. 

If the possibilities herein discussed 
are borne out in fact, it will mean 
many of the issues of consumption 
goods companies will be relegated to 
the speculator’s “dog house.” In fact 
it would be possible for these groups, 
aiong with those issues which appear 
particularly tax vulnerable, to stage 
a virtual bear market, while more 
favored issues moved upward. 

At some time in the future this 
whole process will again be reversed. 
Chemicals and other “growth” issues 
will command a premium in terms 
of price-earnings ratios. Issues with 
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a stable earnings background will 
command the investment respect 
which they deserve. And the vola- 
tile issues among the steel, equip- 
ment, and other cyclical groups will 
have to stand strictly on their mer- 
its under peace-time conditions. 

When this will be is, of course, 
unpredictable. In the meantime 
both the investor and speculator has 
nothing to gain, and perhaps much 
to lose, through arguing with the 
pattern of the market now taking 
shape. 

Accompanying this discussion is a 
selected group of issues which ap- 
pear to offer attractive inducements, 
based on their earnings prospects 
and their freedom from the more 
drastic effects of corporate taxation. 





Answers to Inquiries 





(Continued from page 222) 


industries, etc. Some manganese ore 
is produced at a mine in Montana 
and is sold to manufacturers of dry 
batteries. The metal is in demand 
for defense purposes but information 
as to Government sales and the 
probable life of the deposit is lack- 
ing. Sales and earnings generally 
follow the trend of industrial pro- 
duction. Working capital is some- 
what restricted and at last accounts 
the 306,593 capital shares were out- 
ranked in claim by a funded debt of 
only $621,000. 

The past earnings record has been 
quite erratic, with returns for 1939 
having been equal to a deficit of 
44 cents a share, as against a loss 
of 98 cents a share in 1938. Al- 
though operations were profitable 
around the mid-year, a loss of 10 
cents a share was incurred in the 
forty weeks ended October 5, last. 
Details as to the amount of business 
on hand are not available and al- 
though net sales in the first forty 
weeks of the year amounted to 
$2,401,902, previous year compari- 
sons are lacking. Nevertheless it is 
reasonable to assume that the com- 
pany has derived some sales benefits 
from rising levels of industrial pro- 
duction. Furthermore, since no early 
let-down in business activity is an- 
ticipated, it would appear as though 
some improvement in both sales and 
earnings would occur over coming 
months. We have no record of the 





company having received any arma- 
ment orders but perhaps such busi- 
ness may be forthcoming in the 
future. The new excess-profits tax 
will not take effect until considerable 
earnings improvement has been re- 
ported. Dividend payments would 
not appear to be in near term pros- 
pects. The shares are not lacking in 
longer term speculative possibilities 
and could be retained on that basis. 





Mathieson Alkali, Inc. 


Now that Mathieson Alkali is approzi- 
mately at the price I bought it (100 shares 
at 31%) I am seriously contemplating add- 
ing to my investment at the current price. 
I would do so on the assumption that Mathie- 
son Alkali is an important arms beneficiary. 
Would you advise additional purchase now 
fer appreciation? Just where does Mathieson 
Alkali stand to benefit by armament pro- 
duction? What is the extent of such orders 
received—how large are its backlogs? How 
should the company’s expanded production 
fucilities for sodium chlorite accelerate earn- 
ings? What are its industrial uses? When 
should the new plant be ready for volume 
production? How much will the new plant 
cost—how will it be paid jor? Are costs of 
raw materials any higher? What is the status 
ot profit margins?—Dr. M. O. F., Washing- 
ton, D. C. 


Mathieson Alkali, Inc., produces a 
wide variety of chemical products, 
the most important of which are 
chlorine used in the paper and tex- 
tile trades and by municipalities for 
water purification purposes, potash 
and caustic soda used in the rayon, 
glass, textile, sulphur and petroleum 
refining industries as well as such 
specialties as bicarbonate of soda, 
baking powder and synthetic am- 
monia. The relatively new salt cake 
should aid earnings in time. The 
new heavy chemical called chlorite 
which is to be produced at a new 
$400,000 plant in Niagara Falls is 
said to have remarkable bleaching 
powers and will be in demand by 
the wood pulp, textile and other in- 
dustries. Production will begin next 
year and earnings will likely be fa- 
vorably affected. The concern is 
strong financially and the 23,777 
preferred shares together with the 
$28,171 common shares are the only 
capital obligations. 

Profits in the current year may 
approximate $1.80 a share which if 
obtained would compare with $1.12 
a share earned in 1939. ‘The amount 
of business now on hand is not avail- 
able and there is no record of the 
company being a direct beneficiary 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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of the Defense Program. However, 
the company is being indirectly 
aided by the preparedness program 
and with activity in the chief con- 
suming outlets likely-to continue at 
high levels for some time, the recent 
profits betterment may be extended 
over the stretch ahead. Considerable 
improvement in earnings could take 
place before the company would be 
greatly affected by the new Excess 
Profits Taxes. The regular dividend 
is regarded as secure but as to 
whether or not an extra distribution 
will be declared prior to the year 
cid, we naturally cannot say. The 
shares afford a good yield and offer 
prospects of longer term apprecia- 
tion. On this basis, we are advising 
their retention. 












American Can Co. 





(Continued from page 206) 


The company itself gives no evi- 
dence of the expectation of soon 
reaching a point of saturation for the 
sale of its products. Last year nearly 
$11,000,000 was expended in im- 
provement of plant and expansion of 
facilities and the current year’s ex- 
penditures have been even larger. 
During the 20-year period from the 
close of the last world war to date 
the company has spent upward of 
$124,000,000 for the same purpose 
and the wisdom and results of such 
expenditures have been apparent in 
the growth of the company’s busi- 
ness. And this expansion has not 
been achieved at the expense of the 
company’s financial position which is 
notably strong. 

At the close of 1939, total cur- 
rent assets were nearly $77,000,000 
as compared with total current lia- 
bilities of $20,737,709. Cash items 
alone were more than $17,000,000 
and there were no bank loans or 
other obligations of current impor- 
tance. The company did take ad- 
vantage of low interest rates to 
finance an $8,000,000 increase in in- 
ventories and to assist in payment of 
new construction by issuing a $10,- 
000,000, 234 per cent debenture bond 
due in 1949, but such a move was 
commendable since the company 
could earn substantially more on 
these added funds than the rate at 
which they were borrowed. Despite 
the fact that buildings and equip- 
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ment were improved to the extent of 
nearly $9,000,000 last year, the net 
increase in property values was only 
slightly greater than $3,500,000 due 
to the conservative policies of the 
management. 

It is these same conservative poli- 
cies that have held dividend pay- 
ments at $4 a share in recent years 
for the company has stated its desire 
to conserve as much capital as pos- 
sible in order to be in a position to 
take advantage of future develop- 
ments or to cushion any sharp reces- 
sion in domestic business activities. 

The present market disregard for 
these highly stable and well founded 
shares is most likely but a passing 
phase. When, as and if conditions 
return to normal, it is probable that 
the shares will again be in good in- 
vestment demand. 





Air Reduction 





(Continued from page 213) 


The rising demand for the com- 


pany’s products is becoming increas-_ 


ingly apparent in earnings for this 
year. In the first nine months sales 
reached a total of $26,067,859—close 
to a new record for the period—and 
were only exceeded three times in 
any full year during the past ten 
years or more. Each quarter of 1940 
witnessed a sharper gain in sales 
with the third quarter total of 
$9,701,628 a new high record not 
only for the third quarter but for 
any three months period in the com- 
pany’s history. Even this new record 
will not stand for long, for current 
business is said to be at an even 
higher rate. 

With costs of operation under 
strict control, much of this increase 
in business has come down to total 
income. Even with adjustments for 
all new and old taxes, earnings avail- 
able for the common stock in the 
first nine months totaled $4,801,469 
ivalent to $1.76 a share—as 
compared with $3,524,411 or $1.37 a 
share a year ago. Allowing for a 
continued increase in business it is 
probable that the company will re- 
port better than $0.75 a share for 
the last quarter of this year and 
thus bring total earnings for the 
year up close to $2.50 as compared 
with $1.98 a year ago. Next year, 
given a continuation of current con- 

















OFFICE OF NORTHERN STATES 
POWER COMPANY (WISCONSIN) 
Chicago Illinois 


The Board of Directors of Northern States Power 
Company (Wisconsin), at a meeting held on 
November 19, 1940, declared a dividend of one 
and one quarter per cent (1%%) per share on 
the Preferred Stock of the Company, payable by 
check December 2, 1940, to stockholders of rec- 
ord as of the close of business November 20, 
1940, for the — ending November 30, 1940. 
. H. BUCKSTAFF, Treasurer. 





The Western Union Telegraph Co. 

New York, Nov. 12, 1940. 
DIVIDEND NO. 257 

A dividend of $1.00 a share on the capita 
stock of this company has been declared, payable 
December 16, 1940, to stockholders of record at 

the close of business on November 22, 1940. 

G. K. HUNTINGTON, Treasurer. 











INTERNATIONAL PETROLEUM 


COMPANY, LIMITED 
Notice to Shareholders and the Holders 
of Share Warrants 

NOTICE is hereby given that a semi-annual 
dividend of 50c per share in Canadian Currency, 
has been declared, and that the same will 
payable on or after the 2nd day of December, 
1940, in respect to the shares specified in any 
Bearer Share Warrants of the Company of the 


1929 issue upon _— and delivery of 
coupons No 4 
THE ROY AL BANK OF CANADA 


King and Church Streets Branch, 
Toronto, Canada 

The payment to Shareholders of record at 
the close of business on the 20th day of Novem- 
ber, 1940, and whose shares are represented 
by registered Certificates of the 1929 issue. will 
be made by cheque mailed from the offices of the 
Company on the 30th day of November, 1940. 

The transfer books will be closed from the 
21st day of November to the 2nd day of Decem- 
ber, 1940, inclusive, and no Bearer Share War- 
rants will be “split” during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 5% shall be im- 
posed and deducted at the source on all dividends 
payable by Canadian debtors to non-residents of 
Canada. The tax will be deducted from all 
lividend cheques mailed to non-resident share- 
holders and the Company’s Bankers will deduct 
the tax when paying coupons to or for account 
of non-resident shareholders. Ownership Certi- 
ficates must accompany all dividend coupons 
presented for payment by residents of Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax with- 
held at source is allowable against the tax shown 
on their United States Federal Income Tax re- 
turn. In order to claim such credit the United 
States tax authorities require evidence of the 
deduction of said tax, for which purpose Owner- 
ship Certificates (Form No. 601) must be com- 
pleted in duplicate and the Bank cashing the 
coupons will endorse both copies with a certi- 
ficate relative to the deduction and payment of 
the tax and return one Certificate to the share- 
holder. If Forms No. 601 are not available at 
local United States banks, they can be secured 
from the Company's office or The Royal Bank 
of Canada, Toronto. 

Under Canadian Foreign Exchange _ Control 
Regulations permission has been obtained for 
non-resident shareholders of Canada (other than 
residents of Continental Europe or of the French 
Empire and other than residents of enemy or 
enemy occupied territories) to convert this divi- 
dend at current Canadian Foreign Exchange 
Control Board rates into such foreign currencies 
as are permitted by the veneral Regulations of 
the Canadian Foreign Exchange Control Board. 
Such conversion can only be effected through 
an authorized dealer i.e. a Canadian branch of 
any Canadian Chartered Bank. 

Shareholders residing in the United States may 
convert the amount of the current dividend into 
United States Currency at the official Canadian 
Foreign Exchange Control rate by sending at 
their own risk and expense, coupons, or divi- 
lend cheques properly endorsed, to The Agency 
of The Royal Bank of Canada, 68 William 
Street, New York City, which will accept them 
for collection through an authorized dealer, or 
direct to any authorized dealer of the Canadian 
Foreign Exchange Control Board. 

Shareholders residing in countries other than 
the United States may under Canadian Foreign 


Exchange Control Regulations — convert the 
amount of the current dividend by sending at 
their own risk and expense, coupons, or_divi- 


dend cheques properly endorsed, to The Royal 
Pank of Canada, King and Church Street Branch, 
Toronto, Canada, or to any authorized dealer or 
to The Agency of The Royal Bank of Canada, 
68 William Street, New York City, U. S. A., 
with a request for a draft in such foreign cur- 
reney as is permitted in settlement of same, but 
they should first satisfy themselves that this 
action is not prohibited by the Foreign Ex- 
change Control Regulations of the country in 
which they reside. 

By order of the Board, 

J. R. CLARKE, Secretary. 

ato 2, Canada. 
1940. 


56 Church Street, Tc 
12th Novembe.:, 
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ditions and no sharply higher in- 
crease in taxes it is likely that even 
this year’s satisfactory showing will 
be further improved. 

As is befitting a conservatively 
owned and operated enterprise, Air 
Reduction’s financial position is 
characteristically impregnable. At 
the close of 1939 the company had 
cash on hand amounting to nearly 
$8,500,000 as compared with total 
current liabilities of $3,426,354. 
And of these liabilities, approxi- 
mately one-third were reserves 
for Federal taxes. Total current 
assets were $20,914,074, of which 
$3,452,203 were accounts receivable, 
$2,742,051 were inventories and $5,- 
343,242 were Government and other 
high grade bonds. There is no fund- 
ed debt and—as might be expected 
—no bank loans. The sole capital 
obligation is 2,579,856 shares of no 
par value common stock. 

Air Reduction’s dividend record is 
as solid and unbroken as its earn- 
ings record. In each of the past 20 
years the company has paid some 
dividends; several times in excess of 
actual earnings for the year in which 
they were paid. So far this year, 
regular and extra payments have 
amounted to $1.75 a share and some 
further additions are probable be- 
fore the year end. There is no reason 
to doubt that this liberal dividend 
policy will be continued. 

The increasing importance of ace- 
tylene as a new raw material for 
the manufacture of synthetic yarns 
and plastics naturally brings up the 
question of what Air Reduction is 
doing in this field. The company— 
in following its usual conservative 
policy—has done little along such 
lines; preferring to manufacture 
acetylene to sell to other manufac- 
turers who process the gas still fur- 
ther. In this manner, Air Reduc- 
tion is assured of an increasing mar- 
ket for its product, assumes no 
speculative risk in possibly non- 
profitable research, and at the same 
time does not enter into competition 
with some of its best customers. The 
company must not, however, be 
classed as reactionary for it main- 
tains an extensive research labora- 
tory to improve its own products 
and in recent years has been expand- 
ing its scope of operations through 
the acquisition of well placed com- 
panies operating in similar fields or 
those contiguous to its own sphere 
of operations. 


232 





Air Reduction’s shares have not 
exhibited any marked tendency to 
move radically in one direction or 
another and any such action would 
be unusual. In the past the shares 
have been regarded as_ vehicles 
for conservative equity investment 
rather than as media for active 
speculation. Up to the present, this 
appraisal remains unchanged al- 
though the shares do represent a 
conservative investment in heavy 
industry without assuming the high 
degree of risk involved in more vola- 
tiie securities. 





Revising an Income List to 
Meet Today's Conditions 
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will be hit by the heavier tax load 
without the prospect for an offset- 
ting increase in volume business. 
Cthers similarly situated would in- 
clude the food stocks—Standard 
Brands and Purity Bakeries, while 
Life Savers and P. Lorillard must 
also be classed as issues now mov- 
ing into the doubtful class in the 
present setting. The drug stocks 
are also relegated to a similar status. 

Now a situation such as Amer- 
ican Power & Light common repre- 
sents a different problem. Here we 
have a junior equity of a public 
utility holding company system and 
in. view of legislative restrictions to- 
gether with the increased tax apply- 
ing to subsidiary operating units, 
its market outlook is far from prom- 
ismg. Considering that fact as well 
as the lack of income return, there 
would seem to be no good purpose 
served by deferring liquidation. Gil- 
lette Safety Razor also seems to 
have little to recommend its further 
retention what with the extreme 
competitive situation prevailing in 
the domestic market and its: large 
foreign interests now subject to se- 
vere exchange restrictions. 

Gimbel Bros., preferred, although 
speculative, is in a somewhat better 
position than most of the issues pre- 
viously discussed. Here we have 
a company which should respond to 
increasing consumer buying power 
and consequent higher dollar unit 
purchases, while the present higher 
tax load will fall heaviest upon the 
equity of the common stockholders. 
Thus, since the stock yields nearly 
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10 per cent at its present market 
level around 62, retention would 
seem to be warranted at least for the 
present, if its speculative calibre js 
fully recognized. 

That brings us down to the in. 
dustrial holdings such as Bridgeport 
Brass, Briggs Mfg., and Eaton Mfg, 
where the matter of the excess 
profits tax is of greater considera- 
tion than the increase in the normal 
tax levy. In all of these instances, 
however, the companies are well sit- 
uated to receive expanding defense 
orders and while the full benefits of 
this increased volume will be mini- 
mized, it does provide a supporting 
market factor justifying their reten- 
tion for liberal dividend income and 
at least average market perfor- 
mance. United Carbon and Hazel 
Atlas Glass are both good income 
issues where the tax problem should 
not prove to much of a drawback 
earningswise, in view of the rela- 
tively high level of recent years and 
the many uses for their products in 
the current industrial upsurge. Thus 
these issues also seem to measure up 
to investment needs in this case. The 
Chesapeake & Ohio looks good for in- 
come and traffic is likely to move 
even higher than recent satisfactory 
levels, while Continental Oil should 
at least hold its own with the possi- 
bility of improvement next year. 

In revamping this list in line with 
the thoughts expressed above, we 
would suggest substituting a larger 
percentage of direct armament bene- 
ficiaries for some of the consumer 
goods situations designated as least 
attractive. The steels are a case in 
point. Here we have a record level 
of business being received and in 
prospect, while a heavy capital in- 
vestment will allow further earnings 
increases before the restrictive effect 
of the excess profits provision is felt. 
Another group worthy of considera- 
tion is second grade rail bonds of 
industrial roads such as the Pere 
Marquette Ist 4’s 1980 and New 
York Central Ref. 414’s of 2013 A. 
These roads are deriving consider- 
able benefit from the defense pro- 
gram through increased car loadings, 
while taxes are of secondary con- 
sideration insofar as_ bondholders 
are concerned. Further suggestions 
will be found in the current and re- 
cent issues of THe Maaazine OF 
Wau Srreet which should prove 
helpful in meeting the problem of 
rearranging holdings to meet pres- 
ent conditions. 
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Another Look at the Food 
Stocks 





(Continued from page 210) 


dynamic growth possibilities and 
even their attraction for income 
purposes is clouded by the uncer- 
tainty of future coverage of the full 
current dividend rate. 

Penick & Ford, Ltd., is engaged in 
somewhat the same business as Corn 
Products Refining although it is not 
as large as its competitor. The com- 
pany has been making gains in sales 
in recent years and there is no rea- 
son why these increases should not 
be continued. Profit margins, how- 
ever, are becoming slimmer and, as 
a consequence, earnings per share 
will probably decline moderately 
while sales increase. In the first nine 
months of 1940. Penick & Ford 
earned the equivalent of $1.64 a 
share as compared with $2.47 a year 
ago. Higher corn prices and lower 
selling prices of bulk materials ac- 
counted for a part of the decline but 
the largest part was occasioned by 
provisions for increased taxes. Ear- 
ler estimates of Penick & Ford’s 
1940 earnings placed results at just 
sightly more than the $3 dividend 
rate. Revised estimates—made in 
the light of new taxation—places this 
year’s earnings at moderately less 
than $3 a share. The dividend rate 
may be continued even if not fully 
earned although there is always the 
uncertainty as to the probable dura- 
tion of the rate which will probably 
serve to inhibit market appreciation 
in the value of the shares. 

The meat packers are probably 
the best fixed of any of the food 
producers since they have not been 
forced to deduct extra amounts from 
earnings to meet new tax rates. 
With most of the packers’ fiscal 
years ending on October 31, recent 
earnings are not as yet available. 
Conditions in the industry point to 
excellent meat packers’ profits for 
the recent fiscal period but profits 
for next year are a different story. 
Taxes will be added to the consumer 
cost of meats if the consumer will 
accept them. The consumer will ac- 
cept them only if the total price of 
meat does not exceed the amount 
which the consumer feels he can pay. 
Since meat is one of the easiest arti- 
cles of diet for which to provide 
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acceptable substitutes, it is likely 
that profit margins for the meat 
packers will be slim next year if any 
appreciable quantity of meat and 
meat products is to be sold. At best, 
the meat packers have only one 
really profitable year out of many 
and since they had a profitable busi- 
ness during the most recent fiscal 
year it would not be surprising if 
they were to lapse into their cus- 
temary period of modest profits or, 
more likely, a series of moderate 
operating losses. 





Western Hemisphere 
Security 
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the air force and, in addition, create 
a national army of about 1,500,000 
men. 

Although the twenty Latin Amer- 
ican republics have been informed 
by Secretary Hull himself that both 
our new and old naval bases are free 
to them to use “on the fullest co- 
operative basis,” diplomatic nego- 
tiations with the South American 
republics for naval bases has borne 
thus far little fruit. 

The slowness and, in some cases, 
even the misinterpretation in South 
America of military collaboration 
with us, indicate that the task will 
be a difficult one and will have to be 
preceeded by the economic defense 
of the entire western hemisphere. 
One of the best weapons in Hitler’s 
hand has always been the exploita- 
tion of economic distress. To avoid 
disagreeable political consequences 
—possibly even the establishment of 
German bases in South America— 
the United States must evolve a 
comprehensive program aiming at 
economic stability of individual 
Latin American countries—perhaps 
involving even financial loss. Such a 
program cannot be achieved over- 
night through a patchwork of relief, 
marketing agreements and haphaz- 
ard loans. On the contrary, it will 
require a generous commercial pol- 
icy, devoid of any semblance of eco- 
nomic aggression of which we have 
been accused often. It must aim at 
the broadening of the economic base 
of individual South American coun- 
tries through industrialization and 
the development of new products 
and new markets. It may be, as the 





DIVIDEND NOTICE 


A dividend of 75 cents per share has been de- 
clared on the Common Stock of said Company, 
payable December 20, 1940 to stockholders of 
record at 3 o'clock P. M. December 2, 1940. 


C. H. McHENRY, Secretary. 





UNDERWOOD ELLIOTT FISHER COMPANY 
_The Board of Directors at a meeting held 
November 14, 1940, declared a dividend for the 
fourth quarter of the year 1940, of 75c a share 
on the Common Stock of Underwood Elliott 
Fisher Company, payable December 16, 1940, 
to stockholders of record at the close of business 
December 2, 1940 

Tr ansfer_ ‘pooks— will not be closed. 


C. S. DUNCAN, Treasurer 





IMPERIAL OIL LIMITED 
Notice to Shareholders and the Holders of Share 
Varrants 
NOTICE is hereby given that a semi-annual 
dividend 6f twenty-five cents (25¢c) per share 
in Canadian currency has been declared and that 
the same will be payable on or after the 2nd 
day of December, 1940, in respect to the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon _presentation 

and delivery of coupons No. 54 at 
THE ROYAL BANK OF ¢. ‘AN, ADA 
King and Church Streets Branch, Toronto, 
Canada 

The payment to shareholders of record at the 
close of business on the 15th day of November, 
1940, and whose shares are represented by Reg- 
istered Certificates of the 1929 issue, will be 
made by cheque, mailed from the offices of the 
Company on the 30th day of November, 1940. 

The transfer books will be closed from the 
16th day of November to the 30th day of 
November, 1940, inclusive, and no Bearer Share 
Warrants will be ‘“‘split’’ during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 5% shall be im 
posed and deducted at the source on all divi- 
dends payable by Canadian debtors to non- 
reidents of Canada. The tax will be deducted 
from all dividend cheques mailed to non-resident 
shareholders and the Company’s Bankers will 
deduct the tax when paying coupons to or for 
account of non-resident shareholders. Ownership 
Certificates must accompany all dividend cou- 
pons presented for payment by residents of Can- 
ada 


Shareholders resident in the United States are 


advised that a credit for the Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal Income 


Tax Return. In order to claim such credit the 
United States tax authorities require evidence of 
the deduction of said tax, for which purpose 
Ownership Certificates (Form No. 601) must 
be completed in duplicate and the Bank cashing 
the coupons will endorse both copies with a 
certificate relative to the deduction and payment 
of the tax and return one Certificate to the 
shareholder. If Forms No. 601 are not avail- 
able at local United States banks, they can be 
secured from the Company’s office or The Royal 
Bank of Canada, Toronto. 

Under Canadian Foreign Exchange Control 
Regulations permission has been obtained for 
non-resident shareholders of Canada (other than 
residents of Continental Europe or of the French 
Empire and other than residents of enemy or 
enemy occupied territories) to convert this divi- 
dend at current Canadian Foreign Exchange 
Control Board rates into such foreign currencies 
as are permitted by the general Regulations of 
the Canadian Foreign Exchange Control Board. 
Such conversion can only be effected through 
an authorized dealer, i.e.. a Canadian branch of 
any Canadian Chartered Bank. 

Shareholders residing in the United States may 
convert the amount of the current dividend into 
United States curre ney at the official Canadian 
Foreign Exchange Control rate by sending at 
their own risk and expense, coupons or dividend 
cheques properly endorsed, to the Agency of The 
Royal Bank of Canada, 68 William Street, New 
York City. which will accept them for collec- 
tion through an authorized dealer, or direct to 
any authorized dealer of the Canadian Foreign 
Exchange Control Board. 

Shareholders residing in countries other than 
the United States may under Canadian Foreign 
Exchange Control Regulations convert the 
amount of the current dividend by sending at 
their own risk and expense, coupons or _divi- 


dend cheques properly endorsed, to The Royal 
Bank of Canada, King and Church Streets 
Branch, Toronto, Canada, or to any other au- 
thorized dealer or to the Agency of The Royal 


Bank of Canada, 68 William Street, New York 
City, U. S. with a request for a draft in 
such foreign currency as is permitted in settle- 
ment of same but they should first satisfy them- 
selves that this action is not prohibited by the 
Foreign Exchange Control Regulations of the 
country in which they reside. 

y Order of the Board, 

W. J. WHITLING, Secretary. 
56 Church Stree. 
Toronto 2, Canad 
November 12th, 1940. 
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head of the Argentine Mission now 
in Washington expressed it, that 
tariff concessions are not enough— 
that we will have to give permanent 
preference to Latin American prod- 
ucts in our markets and admit cer- 
tain competitive products, such as 
meat, under quotas. 

Hence, if constructive work is to 
be done in building up a Pan-Amer- 
ican economic front, it will have to 
take more the form of capital in- 
vestments and less “capturing mar- 
kets.” President Roosevelt, in his 
message to Congress last summer 
calling for the increasing of the cap- 
ital of the Export-Import Bank by 
$500,000,000, assumed that much 
and so did Secretary Hull in his 
speeches. The joy—almost jubilance 
—with which the re-election of Pres- 
ident Roosevelt was greeted “south 
of the Rio Grande” was to some ex- 
tent the expression of hope that the 
economic situation would improve 
as a result of cooperation with us. 

Since the lending facilities of the 
Export-Import Bank have been in- 
creased a number of loans have been 
granted to Brazil for a steel mill, 
railway equipment and machinery, 
to Chile for machinery, and so on. 
Cuba, Peru, Venezuela, Santo Do- 
mingo and Mexico are slated for 
additional financial help following 
the return of Mr. Warren Lee Pear- 
son, president of the Export-Import 
Bank, from an extended trip through 
Latin American capitals. Above all, 
there is the problem of preventing 
an economic crisis in Argentina, 
which is faced with drastic reduc- 
tion of farm production as a result 
of the inability to export to the 
continent. Argentine corn is being 
burned for fuel. Funds will be needed 
to stimulate industrial and mineral 
production, such as the develop- 
ment of oil fields. It is reported 
that the Argentine mission at pres- 
ent in Washington is seeking a loan 
of $100,000,000 from the Export- 
Import Bank. The unfavorable bal- 
ance of Argentina in the trade with 
the United States amounted to $31,- 
285,000 for the first nine months, 
and it is estimated that the balance 
of all payments between Argentina 
and the United States, including 
debt service, will show a debit of 
about $100,000,000. Against this Ar- 
gentina holds substantial balances 
of blocked sterling which she could 
use for the repatriation of loans. 
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Here is a problem of triangular rela- 
tionship which worked admirably in 
peacetime. There are many ways 
in which the two remaining great 
Democracies could solve it. It is a 
problem of which we shall hear more 
in the future. 





As I See It! 
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poor at best—where the Danube 
freezes over;—fighting and moving 
in the mountainous Balkan terrain 
where wild winters are the rule;—the 
possibility of an oil shortage if the 
Rumanian oil wells are bombarded. 

The Nazis, therefore, are certain 
to do everything they can to avoid 
war in the Balkans. It does not 
seem likely that Hitler will stick his 
neck out and risk a setback at this 
stage of the game. We can expect 
therefore that Berlin will seek to 
undermine and destroy the govern- 
ments of Jugoslavia, Bulgaria and 
Turkey, and attempt coups such as 
was contemplated in Greece where 
the plan was to assassinate King 
George II and install Prince Paul 
as the Nazi puppet—a plot the 
British succeeded in frustrating. 

It can be expected, therefore, that 
the Nazis will concentrate first on 
the destruction of the Jugoslavian 
regime: 1—Because of the Italian 
fiasco. 2— Because Turkey has 
threatened to attack if the Nazis 
move through Bulgaria. In spite of 
all the discussion as to Russian in- 
fluence in Ankara, Turkey is an ally 
of Britain and is counted on to stand 
by her agreements. 

So, if the Nazis fail in Jugoslavia 
it can be expected that French 
Syria will desert Vichy and line up 
with Britain—to strengthen Tur- 
key’s position. This would be a 
serious blow to the Nazis’ Drang 
Nach Osten, and will further upset 
and delay Hitler’s plan of world 
conquest. 

The Nazi war machine depends on 
and needs huge quantities of oil. The 
failure to destroy the Rumanian 
wells was due in a large measure to 
the fact that they are under private 
ownership. But we can expect with 
the spread of war that this oil will be 
scheduled for complete destruction. 

Nor can Germany be assured of 
the Irak oil supply. This oil, unlike 
that of Rumania, is controlled by 
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the English government. In the 
event of a thrust in this direction, 
Britain is bound to ignore the French 
interests in these oil fields and cut off 
the pipeline to Syria. And when 
necessary, to destroy the pipeline to 
Haifa—making all oil deliveries ex- 
tremely difficult and—finally to de- 
molish the oil wells themselves. 

Hitler is undoubtedly well aware 
of these possibilities and knows 
that the difficulty in solving his pro- 
biems has been greatly augmented by 
the Italian fiasco in the Mediter. 
ranean. Hitler recognizes that Italy 
is weak and vulnerable, and he has 
no illusions whatever as to Fascist 
capacity to put up a successful de- 
fense against an English navy and 
air attack. In the event of such a 
battle, Germany without a navy 
could not be of decisive assistance, 
for it is impossible for a Nazi Luft- 
krieg to succeed against the British 
Fleet. The advantage would lie 
with the British so long as they can 
continue to give decisive aid in the 
Near East. This will depend on the 
extent to which the United States 
can supply the British air force with 
planes. 


Russia 


There is no mystery about the 
Russian position. A Russian diplo- 
mat in the Near East is recently 
quoted as saying: “Whenever we 
become confused about Nazi aims, 
all we have to do is to re-read Mein 
Kampf’—which indicates the Rus- 
sian Ukraine as a basic objective. 

The Nazis made much of the Rus- 
sian visit to Berlin, but no formal 
pact attaching Russia to the Axis 
bloc has been forthcoming. All ru- 
mors of adherence were quickly 
squashed in Moscow. Molotoff’s 
visit on the face of it indicated that 
Stalin was playing for time. If any 
serious agreement had been in pros- 
pect, Von Ribbentrop would have 
gone to Moscow and dealt directly 
with Stalin. Molotoff in Berlin was 
obliged to refer all matters to Stalin 
for a final decision. This plan had 
the advantage of encouraging delays 
and procrastination—the postpon- 
ing of decisive action to a future 
date if necessary. The reason is evi- 
dent. 

Hitler’s series of rapid successes in 
the West did not give Russia the 
time necessary to build her defenses, 
while Hitler’s failure to invade 
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Britain drew the Nazis back to the 
East. With Hitler in Rumania the 
problem of the Ukraine is just as 
alive as it was at the time of the 
Stalin-Hitler Pact—with only one 
advantage, and at the moment it 
seems sufficient. Today, Hitler 
could not risk attacking Russia or 
any one of the Axis adherents with- 
out alienating the others who would 
promptly turn against him. Japan 
has become the most important 
member of the Axis. She has no 
confidence in the Nazis anyway, and 
would be bound to sever her rela- 
tionship under such circumstances. 

It is evident that Russia does not 
want to go to war against Germany 
because she is not in a position to do 
so. While she may have a large and 
well equipped army and air force—a 
certain portion is outdated. There 
is considerable doubt whether she 
could tackle a well equipped Ger- 
man war machine if Germany is free 
to concentrate on her. 

But, the most important weakness 
of all lies in the fact that Russia’s 
supporting industries are poor and 
her productive capacity would not 
be equal to the task of making sub- 
stantial replacement. Nor is her 
transportation system equipped to 
move armies and supplies with the 
necessary speed. Her domestic 
economy and the morale of her peo- 
ple may not be able to stand up un- 
der such a strain. To supply a large 
army would be a considerable strain, 
and a large portion of the Russian 
population would have to starve. A 
weak Germany operating under a 
scarcity of oil, or obliged to fight on 
three fronts, would be different. 


Germany in the Western 
Mediterranean 


Hitler cannot solve his problems 
at the other end of the Mediter- 
ranean either. For Germany to ex- 
tend her line into Spain would great- 
ly weaken and alter her position 
from a military standpoint. She 
would be extending herself from 
Norway to Spain. 

To maintain an army in Spain, 
Germany would be obliged not only 
to move troops and equipment, but 
complete and hold open a line of 
continuous communication over 
which military and food supplies 
could come without interruption— 
maintain the morale of her soldiers 
which involves the effort of keeping 
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Timing Today’s War Markets! 


» 281/, points gain in the averages over the past 15 
months while the market declined 6 points... a 
differential of 34!/, points. This is the record of 
WEEKLY TREND LETTER SERVICE to its subscribers as 


shown below: 


Dow-Jones 





Industrials Loss Gain 

Sept. 1, 1939—BUY....... im fallow acs. 138.09 
Now. G& %* —=-SEEL....... on stop...... 150.16 12.07 
Dec. 6, “% —BUY....... LL ee 148.55 
Jan. 6, 1940—SELL...... eee 151.10 2.55 
Mar. 28, “ —BUY....... one-half ..... 147.54 
May 1l, “ —SELL...... OM sles... «.. 144.75 2.79 
June 3, “ —BUY....... one-half ..... 115.39 
June 17, “ —SELL...... one-half ..... 120.94 5.55 
Aug. 21, ‘“ —BUY....... one-half ..... 124.37 
Sept: 23, “ —SBEL...... one-half ..... 134.71 10.34 
Oct. 30, “ —BUY....... traditie ....... 132.49 
Nov. 20, ‘“ —SELL...... trading ...... 132.95 -46 

2.79 30.97 


Essential to Your Investment Progress 


Regardless of the size of your portfolio . . . whether you invest for the short 
term or longer term . . . you should always keep your holdings in line with the 
trend of the market. This is the most valuable element in safeguarding you 
against heavy losses . . . in enabling you to profit from important upmoves. 





WEEKLY TREND LETTER SERVICE, through its advice 


The Complete Service of when to buy and sell . . . provides a source of reas- 
The Trend Letter Will Bring 


San Bey Weak surance and counsel for your capital protection and 


], The Magwall Trend In- the enhancement of its growth possibilities. 
* dicator . . . graphically 
shows market’s relation 
to business activity. Note from the above record not only how accurate 
eS THE WEEKLY TREND LETTER has been in gauging 
3, Dow Theory Interpreta- today's war markets, but how definite are its re- 
tions. commendations . . . how you would have avoided 


You Will Also Receive ... 


attalion en ¢ Gem severe declines and taken advantage of recovery 











* rities at a Time... by phases. 
wire and by mail. 
5, Telegrams - « « Collect 
ket IM wot —_ We extend to you our special rates of 6 months service 
peg al to Buy, Hold for $30 or a full year at $50. These rates may be 
or Sell. A tiiee 
6, Weekly Bulletins and increased in the near future as we desire only a limited 
2 a = Confirma- number of subscribers and our clientele is growing 
rapidly. 
_—_—_— ————-—Mail This Coupon Today—-————-—-— 
THE WEEKLY TREND LETTER 
of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 
CII enclose remittance. (C Send Invoice 


(0 $30 for a six months’ subscription 
(1 $50 for a one year’s subscription 
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the Spanish people continuously 
friendly. 

There is a great deal of differences 
between having an army of occupa- 
tion in Spain, and stationing soldiers 
and a Gestapo for the purpose of in- 
suring a friendly Spain against Brit- 
ish diplomacy. 

Contrary to the views held, there 
would be no advantage for Germany 
to take Gibraltar. She could pos- 
sibly destroy a few ships going 
through, but nothing could be gained 
as she has not the navy with which 
to conduct operations to the other 
side of Africa. Germany cannot 
bottle up the British fleet in the 
Mediterranean. 

As far as France is concerned, 
great disappointment exists over 
Germany’s failure to carry out the 
armistice terms, and Weygand in 
Africa is ready to defy the Axis and 
cooperate with the British. France is 
merely waiting as she recognizes 
that only through an English vic- 
tory can she free herself from Nazi 
domination. But she wants to be 
sure that the British are going to 
win. 


At the Moment 


Germany’s position in the Medi- 
terranean is very vulnerable. She 
cannot take the offensive. Britain 
for the first time since the fall of 
France has gained a foothold on the 
European continent, improving her 
position for an offensive through the 
broad gateway from the south to a 
weakly protected Germany. 

The new intensity of the Nazi 
bombing attacks on Britain speaks of 
Hitler’s concern over the progress of 
Germany’s back door and of Britain’s 
increasing productive capacity for 
service to her armies in the East, 
and probable acceleration of more 
help from the United States. The 
Nazis could not have been pleased 
with the American willingness to 
supply Britain with flying fortresses. 
These long-range bombers are cap- 
able of accurately dropping heavy 
destructive loads on military and 
other objectives, day or night, in 
distance flying that could encompass 
all of Germany and the Near East. 

All of these developments, indi- 
vidually important, may readily 
prove to be the turning point of the 
war—that Hitler’s nemesis is finally 
catching up with him. 
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100 Billion Dollar Income 
in Sight 





(Continued from page 190) 


unprecedented situation Federal tax 
policy should be flexible, that the 
Government should not entirely re- 
ly on increased yield from present 
taxes as national income rises and 
that taxes should be progressively 
raised at successively higher levels 
of national income. That is, as to 
corporate and personal income taxes, 
there would be one set of rates for an 
85-billion national income, a higher 
set for a 90-billion income and so on 
up the scale. Eventually we will 
probably reach a situation in which 
higher sales and excise taxes will be 
desirable as a means of restricting 
non-essential consumption. 

We are going to have not only an 
armament boom but the ultimate 
test of the theory—held by some 
New Dealers—that Federal debt 
policy can be made the magic eco- 
nomic cure-all. They believe that 
Federal spending on a large enough 
scale can not only put the national 
income up to 90 or 100 billions, but 
that it can be kept up there and that 
the resultant increased tax yields 
will support the spending policy and 
the debt more or less indefinitely. 
We shall see—but the final answer 
will not be written for some years. 
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(Continued from page 217) 


As has been stated before, paper 
mills are expensive to construct and 
operate and this probably accounts 
for the heavy senior capitalization 
whose fixed charges required ap- 
proximately 21 per cent of total 
operating revenue last year to meet 
bond interest alone. The company 
has been trying valiantly to over- 
come this handicap and undoubtedly 
will do so if given the opportunity 
and sufficient time. Subsidiary re- 
financing to the extent of nearly 
$14,500,000 has just been announced 
and other steps are likely to follow 
if the preliminary moves are suc- 


cessfully concluded. Earlier this 
year the company attempted to re- 
finance approximately $44,000,000 
of combined subsidiary debt but the 
plan did not eventuate. Refinancing 
will undoubtedly improve the equity 
position of the common stock over 
the longer term but if former pro- 
posals are eventually carried out, 
the improvement in common equity 
will be at the expense of earnings 
available for the common shares, 
Under present conditions most in- 
vestors are not attracted by long 
term possibilities especially when 
there are so many other choices 
available that offer more satisfactory 
immediate prospects. 

Apart from the evident need of re- 
capitalization in order to reduce the 
drain on income, the company’s fi- 
nancial position is satisfactory. At 
the close of 1939 the company re- 
ported net current assets of $35,- 
605,326; the best position for some 
years past. Total current assets of 
$49,355,128 were better than 35 
times greater than total current lia- 
bilities. Of the total current assets, 
$7,872,042 was in cash, $15,882,949 
in accounts and notes receivable 
while the remainder was in inven- 
tories. Surprisingly enough, in view 
of the sizeable increase in current 
assets, inventories were at a new low 
since the recovery period began; the 
bulk of the gains being in cash items 
which were at new high levels for 
the period. Profit and loss surplus 
account, which showed a $19,734,020 
deficit at the close of 1936, was at a 
new high level of $10,437,016. 

Another deterrent to the common 
stock is the accumulation of unpaid 
preferred dividends which amounted 
to $12.50 per share on the 925,935 
shares of senior stock outstanding at 
the close of last year. Since the be- 
ginning of the current year the com- 
pany has paid off $3.75 a share on 
accumulations although it is not 
likely that there will be any further 
substantial reduction in the amount 
of unpaid preferred dividends during 
the balance of this year. Under the 
circumstances, and since the present 
preferred stock represents an adjust- 
ment of an older issue upon which 
there was also heavy accumula- 
tions, it is not likely that any com- 
mon payments can be expected for 
some little time to come even if the 
company’s business should remain 
as good as it is at the present time. 
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